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OGPOSITED BY reg 
UMITED STAT £S OF 4MERICA 


THIRD SUPPLEMENTAL APPROPRIATION BILL, 1957 


MONDAY, MAY 13, 1957 


Unitep Stares SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 10 a. m., pursuant to call, in room F-37, the 
Capitol, Hon. Carl Hayden (chairman) presiding. 
Present : Chairman Hayden, Senators Chavez, Robertson, Stennis, 
Saltonstall, Young, Dworshak, and Potter. 


DEPARTMENT OF DEFENSE 


DEPARTMENT OF THE ARMY 


MILITARY PERSONNEL 


STATEMENTS OF MAJ. GEN. WILLIAM S. LAWTON, DIRECTOR OF 
ARMY BUDGET, OCA, AND BRIG. GEN. ALBERT WATSON II, 
DIRECTOR OF PERSONNEL PLANS, ODCSPER 


TRANSFER OF FUNDS 


Chairman Haypen. The committee will be in order. 

The Army is here before us today to request a supplemental of 
$27,444,000 for ‘Military personnel,” which was not considered by the 
House. The proposed transfer is to provide funds for costs incident to 
Public Law 881, approved August 1, 1956, which provided for the 
Government’s contribution to the Federal old-age and survivors insur- 
ance trust fund, effective January 1, 1957. 


JUSTIFICATION 


The justification will be placed in the record at this point. 
(The justification referred to follows:) 


The supplemental fund request of $27,444,000 is to cover a net increase in cost 
which cannot be financed within the amount currently appropriated for “Military 
personnel, Army, 1957.” 

The revised 1957 estimate includes additional cost for increased price factors 
and new legislation as follows: 


1. Increased price factors: In millions 
(a) Increased MSTS passenger and cargo rates___________-__--- $8. | 

(b) Inereased railroad passenger and freight rates, and change in 
PEDETIOUNS TURE sa sc ccke gs ening Joab aca esen eee ees 8. 0 
(c) Increased requirements for allowances for depe endents_......_ 14.0 

(d) Greater increases in actual average pay rates than were antici- 
pated to result from the Career Incentive Act of 1955_..... 441 





Total increased price factors _ - - 
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2. New legislation: In millions 
(a) Increased compensation for doctors and dentists—Public Law 











a a 8 SR oie ree $6. 8 

(6) Readjustment pay for personnel involuntarily separated after 
extended service—Public Law 676, 84th Cong., July 9, 1956. 11.5 

(c) Contributions to the Federal old-age and survivors insurance 
trust fund—Public Law 881, 84th Cong., Aug. 1, 1956_____ 23. 9 
A CO TORI UR ckaninieiens ow ok oc hc edanewes 42, 2 
Total additional costs for 1957_.-................._--. r 16. 4 


The revised 1957 strength estimate is for an end strength 45,300 below the 


number previously approved and a decrease of 30,700 in average strength as re- 
flected below: 


Projected strength 
[In thousands] 


June 30, 1957 


Average strength 





Original 1957 | Current esti- | Original 1957 | Current esti- 


r 
| 























estimate mate estimate mate 
jnatdeahacaide —_——————_— | —_____|-_- 
Officers sl SSK teh dade tas Seis aneniodlclicdorhaibien hell “af 115.6 111.0 117.5 116.3 
re Se eee cade tee et ees 927.9 887.2 | 914.3 884. 8 
PR eerste acura adie _ 1, 043.5 998. 2 1,031.8 | 1,001.1 
EE ea | 1.8 1.8 2.3 2.3 
a 9 1, 045.3 1, 000.0 | 1, 034. 1 1,003. 4 





The overall dollar estimate of $3,594,138,612 based upon the 1,003.4 man- 
years indicates that $89 million of the additional cost of $116.4 million can be 
financed from the funds already appropriated. The balance of $27,444,000 is the 
amount of supplemental funds needed, and represents the net difference between 
the amount appropriated and the revised budget estimate. The funds needed 








are $14.8 million below the amount required for new legislation. 


Schedule on supplemental appropriations and revised estimates, military personnel, 


a. 


») 


3 


4. 


Army, Mar. 


Present appropriation or estimate 
Additional amounts available___ 


. Total amount available 


Apportionments: 
lst quarter - 
2d quarter - - - 
3d quarter _ 
4th quarter _- 
Budgetary reserves 


5. Total apportionments and reserves 
6. Obligations: 

Ist quarter (actual) 

2d quarter (actual) 

3d quarter (estimated) 

4th quarter (estimated) 
7. Total actual and estimated obligations 
8. Less total amount available _- 
9. Estimated supplemental required “ 
10. Estimated supplemental included in la 


22 


we 


, 1957 


test budget 


$3, 566, 


169, 


, 736, 


940, 
931, 
925, 
920, 

10. 


3, 726, 
930, 
917, 


971, 
944, 


27, 
$2 


, 763, 7 
, 736, ¢ 


704, 
600, 


000 
612 


304, 612 


000, 
000, 
OOD, 
704, 
000, 


000 
OO 

000 
000 
000 


704, 000 


mere 


, ot 
, 045 
, 000 
2. $13 


12 
1612 


, 000 
000 
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Schedule on reGe appr eperetiaas and revised estimates, military personnel, 
Army, Mar. 22, 1957—Continued 
11. Date needed: 
For obligation, June 1, 1957. 
For expenditure, June 1, 1957. 
12. Estimated expenditures from supplemental: 


In budget Revised 
In ‘current fitter your. 2.5 42.22 2.252 <4 $30, 000, 000 $61, 000, 000 
it news GN Veer, os ee ee ee ene 3, 444, 000 
After next fisenl year... ¢ So. See eee 1, 000, 000 


nf oA iT Os ihe af 30,000,000 —-65, 444, 000 


13. Actual obligations last 3 months: 


NOOR pc0 ond Sake oe cen ho oa b ae 306, 844, 331 
DI GRGITIIA Prat. + comer a 4c Sid ees te a ee 296, 036, 649 
Janvery. 22 oh ee SRE SA) Eee, A Ere AS, 324, 672, 052 


Program and financing 

















Presently Fiscal year 
available 1957, revised | Difference (—) 
estimate 
PROGRAM BY ACTIVITIES 

1. Pay and allowances of military personnel--_--_.------ $2, 981, 478, 212 | $3, 012, 495, 612 +$31, 017, 400 

2. Individual clothing of enlisted personnel---.-........- 91, 191, 000 90, 450, 000 —74l, 
3. Subsistence - -- entice 224, 570, 000 225, 614, 000 ' +1, 044, 000 
4. Movements, pe rmanent change of station_.._______- 230, 479, 000 240, 708, 600 +10, 229, 600 
5. Other military IE I ine iinkgacdinbenignn 5, 129, 000 29, 023, 000 +-23, 894, 000 
Total Obligate... ons ced sc tons essed 3, 532, 847, 212 | 3, 598, 291, 212 +65, 444, 000 

FINANCING 
Comparative transfer from (—) other accounts. -- —4, 152, 600 —4, 152, 600 }-................ 
Unobligated balance transferred from ‘‘Procurement 
and production, Army’’-- Se —27, 444, 000 — 27, 444, 000 
U nobligated balance no longer | available _ ot +38, 000, 000 |........-.-.-.-- —38, 000, 000 
A DURORTIEIOEE (AGSONUED 6 nic cacassancavetecasadase 3, 566, 694,612 | 3, 566, 694; 612 |......._..___- 4 
Obligations by objects 
Presently Fiscal year 
Object classification available 1957 revised | Difference (—) 
estimate 











-----------| $2, 974, 037, 212 | $3, 005, 055, 212 +$31, 018, 000 


01 Personal services: Military. Slecaal 
Seaton akbaaaadetae a 182, 922, 160 193, 151, 160 +10, 229, 000 


02 Travel. 


03 Transportation of ‘things ptitanttdaninses etal hisastiaiiet tee 52, 800, 100 | 8 ae re 
05 Rents and utility services..............__- sviaciniaaaiaania 87, 000 BE een occnaouanrern tale 
07 Other contractual services -_-_....................- ft 43, 262, 840 43, 325, 840 +63, 000 
@ Supplies aml Mietwee) 23k. te hic 75, 965, 400 276, 205, 400 +240, 000 
11 Grants, subsidies, and contributions..__..-_-.____- 25, 500 BE ts athh6ibecenceun 
12 Pensions, annuities, and insurance claims-_--__._.- 2, 197, 000 2, 341, 000 +144, 000 
BB A iict desks fotki Si Ba pennkohadaledsnetes den 1, 550, 000 BE a 
S “Fetis We Geemenen.- S.C BSae eee 23, 750, 000 +-23, 750, 000 
TD URN CUNO ii esigt cn gccccudedccedhdsacetes 3, 532, 847, 212 3, 598, 291, 212 +65, 444, 000 
| 








GENERAL STATEMENT 


Chairman Haypren. General Watson, we will be pleased to hear 
from you. 

General Watson. Mr. Chairman and gentlemen, I am pleased to 
have the opportunity to appear before this committee. My purpose 
today is to present the Army’s request for authority to effect an appro- 
priation transfer within the funds available for fiscal year 1957. 
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In accordance with the communication of May 9, 1957, from the 
President of the United States to the President of the Senate, Senate 
Document No. 36, we are asking for authorization to transfer funds in 
the amount of $27, 444 000 from the appropriation, “Procurement and 
production, Army,” to cover a deficiency requirement in the appro- 
priation, “Military personnel, Army,” for fiscal year 1957. 


RETIREMENT FUND CONTRIBUTION 


Most of the requirement is due to Public Law 881, 84th Congress, 
social-security legislation contribution provided by the Government 
to match the contribution by the employee. 

Under the military personnel account, funds were appropriated in 
the amount of $3.567 billion for fiscal year 1957. This amount was 
augmented by $4 million in deutschemarks, increasing the fund avail- 
ability to $3.571 billion. The revised requirement for fiscal year 1957 
is now $3.598 billion, representing an increase of $27,444,000. 

Since the appropriation was enacted, fund requirements for fiscal 
year 1957 have changed as a result of reduction in strength, increased 
price factors and enactment of legislation authorizing additional bene- 
fits to military personnel. The savings produced through the reduc- 
tion in strength, $89 million, are more than offset by the increased 
price factors, $74.2 million, and the new legislation in the amount of 
$42.2 million. 

The total individual cost will amount to $116.4 million and will 
exceed the savings of $89 million by $27,444,000. 

The additional cost attributable to increased price factors were 
caused by— 

In millions 


(a) Increased MSTS passenger and cargo rates__.-.._....-_------------ $8. 1 
(b) Increased railroad passenger and freight rates and change in experience 
Seepage tS Raat setetaclh Yoo va ene enee smelly arin nee a eietening re pend e fae, 8.0 
(c) Increased number of enlisted-man dependents entitled to allowances__ 14.0 
(d) Greater increases in actual average pay rates than were anticipated to 
result from the Career Incentive Act of 1955__--...-.----.------ 44.1 


The additional cost attributable to enactment of legislation author- 
izing additional benefits to military personnel result from— 


In millions 

(e) Increased compensation for doctors and dentists, Public Law 497, 84th 
Se FT PREG ois cckiwarencwoencancawimnnsn sae $6. 8 

(f) Readjustment pay for personnel involuntarily separated after extended — 
service, Public Law 676, 84th Cong., July 9, 1956_.........-_----- 11.5 

(g) Contribution for social security, Public Law 881, 84th Cong., Aug. 1, 
NT UN OI Ta RN Biss tic art ee ee a ee 23. 9 


I have indicated that the current availability of $3.571 billion under 
the appropriation ‘Military personnel, Army,” is insufficient to cover 
all of the revised fund requirement for fiscal year 1957. 

Because the unbudgeted costs of $116.4 million exceed the savings 
of $89 million produced by reduction in strength, there is a fund 
shortage in the amount of $27,444,000. To cover this deficiency, the 
Department of the Army is requesting a transfer of funds from the 
appropriation ‘‘Procurement and production, Army.’ This request 
does not involve the appropriation of additional funds for fiscal year 
1957. 
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FUNDS AVAILABLE FOR TRANSFER 


Chairman Haypren. My only question is, are there ample funds 
available in the appropriation Wraseetinait and production,” of 
the Army? How much do you have in there? 

General Lawron. We will have unobligated at the end of fiscal 
year 1957, $1,576,865,000. We have been carrying over, as you will 
recall, Mr. Chairman, since 1954, large unobligated balances that 
resulted from the stoppage of procurement or the slowdown of pro- 
curement at the end of the Korean war. 

Chairman Haypen. That being the case, there is no question about 
the availability of the funds by transfer? 

General Lawton. There are ample funds available. 

Chairman Haypen. Are there any further questions? 

If not, we thank you for your appearance. 


GENERAL SERVICES ADMINISTRATION 


INVENTORY REPORT ON REAL PROPERTY LEASED TO THE UNITED STATES 
THROUGHOUT THE WORLD 


STATEMENT BY CHAIRMAN 


Chairman Haypen. You have before you a committee print of the 
inventory report on real property leased to the United States through- 
out the world as of July 1, 1956, prepared in summary form by the 
General Services Administration at the request of this committee. 
Also, there is a proposed press release with some interesting facts. 

This is the first governmentwide inventory of leased properties, 
and was requested last year by the committee in the report on the 
independent offices appropriation bill for 1957. When added to the 
report on federally owned properties, published as Senate Document 
No. 36 on February 11, 1957, we now have for the first time a com- 
prehensive presentation of all real property holdings of the United 
States throughout the world. 

I believe our initial effort to bring this significant Federal lease 
information together under one cover is a successful one, and that 
we now have a document which can help the legislative and executive 
branches in the preparation and evaluation of budget requests and 
in effecting economies in leasing operations. 

The inventory is maintained on electric accounting machine coded 
puncheards, easy to correct and keep up to date, and mechanical 
listings can be readily obtained from any part of the thousands of 
line items. 

A complete set of the detailed inventory listings is furnished to the 
Senate and House Appropriations Committves and Government Oper- 
ations Committees. One copy is stacked on the adjoiming table, 
arranged in book form for the installations of the 23 agencies, as well 
as by States. Each reporting agency also has its own detailed infor- 
mation, and a reference file is maintained by General Services. 

Only the summary report is to be printed for general distribution, 
since the cost of printing all of the data sheets is prohibitive. 

I believe it is important for the information in this inventory to be 
made available as soon as possible. Without objection, therefore, I 
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will report as a committee action a recommendation that the committee 
print be issued as a Senate document. 

In the meantime, copies of the committee print will be released to 
the press and the public, with some of the interesting facts. 

(The press release referred to follows:) 


[For release at 1 p. m., Monday, May 20, 1957 by Senate Committee on Appropriations] 


The first report ever prepared on real property leased to the Federal Govern- 
ment was published today by the Senate Committee on Appropriations. A 
companion report, which inventoried properties in Federal ownership, was re- 
leased as a Senate document on February 11, 1957. Together, the two publi- 
cations provide a comprehensive presentation of all real property holdings of the 
United States, both at home and abroad. 

The new report will become available as a Senate document under the title 
“Inventory of Real Property Leased to the United States Throughout the World.” 
It will contain, as the preliminary print does, pertinent data on leases admin- 
istered by 23 Federal agencies as of July 1, 1956. On that date, 38,523 leases 
on domestic property were in effect. Civil agencies of the Government also 
held 2,270 leases on property outside continental United States. The report 
contains only overall summary data on acreage and annual rental on overseas 
military installations. 

In releasing the report, Senator Carl Hayden, chairman of the Senate Com- 
mittee on Appropriations said, ‘Our initial effort in bringing significant Federal 
lease information together under one cover is, I believe, a successful one. The 
committee has produced a document which can help the legislative and executive 
branches in the preparation and evaluation of budget requests and in effecting 
economies in leasing operations.” 

Graphs and charts are used profusely throughout the report to show the nature 
and extent of the Government’s leasing operations measured in terms of building 
space, land acreage, and dollar value. Lease information also is presented geo- 
graphically, by city, State, country, and continent, through a series of special 
tables in the back of the report. 

According to the report, the total annual rental paid by the Government on 
real property is $112.8 million. Of this total, $94.7 million is for properties 
located in the United States, $1.2 million in United States territories and pos- 
sessions, and $16.9 million in foreign countries. 

In the United States, the General Services Administration handles leases 
amounting to $47.3 million, or 50 percent of the total in dollar value. The Post 
Office Department is the second most active tenant, spending $32.2 million in 
annual rentals. The Defense Department ranks third within the country with 
$10.6 million. 

The largest single share of the $94.7 million spent to rent properties in the 
United States, $12.1 million, goes into New York State. California property 
owners receive $8.4 million and those in Illinois, $5.9 million. 

On real property located outside of the United States, the Departments of 
Defense and State pay annual rentals of $9.8 million and $5.8 million respectively. 
These amounts combined represent 86.2 percent of the $18.1 million total. 

The Federal Government, which owns 774.6 million acres of land rents only 
1.8 million acres, computed on a worldwide basis. Acreage figures shown in the 
report are, for the most part, limited to land leased separately and land specified 
in a lease when rented in conjunction with building space. 

The total acreage rented to the Federal Government in the United States, 
some 1.6 million acres, is approximately equal to half the size of the State of 
Connecticut. Of this amount, rural areas provide 1,259,000 acres and urban 
centers 349,000. 

Ninety-four percent of land leased to the Federal Government in the United 
States is for military purposes; 4 percent is used for agriculture and grazing. 

Federal agencies other than the Department of Defense lease 87.8 million 
square feet of building space throughout the world. Of this amount, 80.8 million 
square feet or 92 percent is located in the United States; 0.6 million square feet or 
0.7 percent in United States territories and possessions and 6.4 million square 
feet or 7.3 percent in foreign countries. In addition, the Department of Defense 
leases 7.6 million square feet of building space in the United States. 

The total building space rented in this country by both civilian and military 
agencies is 88.4 million square feet or 13 times the gross floor area in the Pentagon 
Building. The Post Office utilizes 43.6 million square feet or approximately the 
same floor area rented by all other Federal agencies combined. 
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The material in the Senate report has been compiled and edited to provide easy 
access to specific leasing data. It summarizes the contents of thousands of 
individual reports which the General Services Administration, acting as coordinat- 


ing agent for the sponsoring Senate committee, spent several months combining 
and'refining. 


NoTE TO CORRESPONDENTS.—The Committee on Appropriations has made avail- 
able as a committee print the text of the inventory report as a Senate document. 
The committee print is subject to the same publication date as this release. For 
further information, you may address queries on policy questions to Independent 
Offices Subcommittee, Senate Committee on Appropriations, N Ational 8-3120, 
Extension 61. On subject matter to GSA, Office of Information, EXecutive 
3-—4900, Extension 4511 and Office of the Comptroller, Extension 4131. 


Copies (8 by 10) of charts Nos. 1, 3, 4, and 6 are available upon request from 
GSA Office of Information. 


CIVIL SERVICE COMMISSION 
ADMINISTRATIVE EXPENSES, EMPLOYEES’ LIFE INSURANCE FUND 


STATEMENTS OF HARRIS ELLSWORTH, CHAIRMAN, AND WARREN 


B. IRONS, DIRECTOR, BUREAU OF DEPARTMENTAL OPERA- 
TIONS 


STATEMENT BY CHAIRMAN 


Chairman Haypren. The next item we have for consideration is an 
item of the Civil Service Commission. The House denied an increase 
of $150,000 for salaries and expenses, which I understand the Civil 
Service Commission is not appealing; is that correct? 

Mr. Ex.tswortnu. That is right. 

Chairman Haypen. The House also reduced by $52,000 your re- 
quest of $552,000 for annuities for Panama Canal construction em- 
ployees and Lighthouse Service widows, and I understand you are 
not requesting restoration. 

Mr. E.utswortu. That is correct. 


HOUSE ACTION 


Chairman Haypen. The House denied your requested language for 
administrative expenses under the employees’ life-insurance fund, as 
well as the increase in authorization of $76,500 for the purpose of 
taking over the 9 additional beneficial associations. On this item, 
you are requesting restoration, and we will be glad to hear from you. 


JUSTIFICATION 


We will place in the record your supplemental request, the statement 
in the House report, and your justification. 
(The material referred to follows:) 


SUPPLEMENTAL Estimate (H. Doc. 115) 
“ADMINISTRATIVE EXPENSES, EMPLOYEES’ LIFE INSURANCE FUND 


“The limitation under this head in the Independent Offices Appropriation Act, 1957, 
on the amount made available from the “Employees’ life insurance fund’’, for reim- 
bursement to the Civil Service Commission for administrative expenses incurred in 
the administration of the Federal Employees’ Group Life Insurance Act, is increased 
from “$117,500” to “$194,000”. 

‘Not to exceed $23,000 of the funds in the ““Employees’ life insurance fund” shall 
be available for reimbursement to the Civil Service Commission during the fiscal year 
1958, for administrative expenses incurred by the Commission during that fiscal year 
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in the administration of said Act, and such amount shall be in addition to any amounts 
otherwise made available from the fund for such expenses for the fiscal year 1958.” 

The Independent Offices Appropriation Act, 1957, provided a limitation of 
$117,500 for administrative expenses of the employees’ life-insurance fund, in- 
cluding costs of assuming life-insurance agreements of employee beneficial associa- 
tions as required by new legislation (69 Stat. 676). This legislation also requires 
completion of the assumption program by August 17, 1957. Workload has de- 
veloped to a greater extent than can be handled within the limitation provided for 
1957, and it has become necessary to discontinue work on several remaining 
associations in order to continue servicing the basic group life-insurance program 
and former members of associations already assumed. This proposed increase 
in limitation is to permit the Civil Service Commission to complete the assumption 
of the remaining beneficial associations by August 17, 1957. Since it is antici- 
pated that funds will be needed for this purpose until that date, it is also necessary 
to provide that such funds be available for use during the early part of the fiscal 
year 1958 in addition to any others which may be provided later for other adminis- 
trative costs to be incurred in 1958, 


HOUSE REPORT (P. 12) 


“Administrative expenses, employees’ life-insurance fund.—The committee has 
not approved a $76,500 increase in limitation for administrative expenses of this 
fund. The amount was requested for the Federal Government to assume the 
assets and liabilities of certain employee beneficial associations. Approval would 
cost the insurance fund $22 million. The committee is sympathetic, however, to 
the insurance needs of members of associations who retired from Federal employ- 
ment before the Federal insurance program became effective, and would consider 
a fair and reasonable proposal by the Civil Service Commission to assume the 
policies of such members.” 


ExpPEeNsE LimITaTION, ADMINISTRATIVE ExppNsEsS—-EmpuLoyess’ Lire 
INSURANCE FUND 


Comparative summary statement 





Fiscal year 1957 | Fiscal year 1957 sup- 
presently available plemental request 


Fiscal year 1957 
revised estimate 











Cost | Average | Cost 














| 
Average | Average Cost 
positions | positions | positions | 
ceed eee a iad Re Ie, 
| } 

Other contractual services: | | 
Personal services..............-..._-.. 23 | $126, 500 16 | $86, 200 7 | $40,300 
te ee ER ee 1,000 |___- i Ne a eS 
Communications services _- ; Sees : eh ee 7,000 |__-. 2, 900 
Rents and utility services.............]....------ TR OG hc inesans 10,900 i. .«... -| 1, 700 
Printing and reproduction _- ny teledeneie inet RE conn Fepemnce 12, 000 |- Jase 300 
Other services... .__..___ Lhe 1a Soda) sl, aa sho 254 | 30, 000 
Supplies and materials______-_. . 5 pS Weuiccesens RI cases 1, 300 





Total, other contractual services -- 23 194, 000 16 117, 500 7 | 76, 500 


EMPLOYEES’ LIFE-INSURANCE FUND ADMINISTRATIVE EXPENSE LIMITATION, 


FISCAL YEAR 1957 
General statement 


The figures below show the total requirements, the present limitation, and the 
amount of increase for which this request is being made. 


Total required, fiscal year 1957____ ~~ -- yah irate ete a Leeann’ $194, 000 
Present limitation, fiscal year 1957_._.____---- i hee wasatibwsa 117, 500 
Increase in limitation, fiscal year 1957_..____._-.------------ ee 


The Federal Employees’ Group Life Insurance Act (5 U. 8. C. 209 ff, as amended 
by Public Law 356, 84th Cong., 69 Stat. 676, Aug. 11, 1955) provides that the 
employees’ life-insurance fund is available for any expenses incurred by the 
Civil Service Commission in the administration of the act within such limitation 
as may be specified annually in appropriation acts. 

The amendment of August 1955 authorized the Commission to arrange for the 
assumption by the life-insurance fund of insurance agreements of all members of 
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Federal and District of Columbia employee beneficial associations, including 
those members still in the Federal service. This resulted in 25 beneficial associa-~ 
tions with a membership of 149,000 becoming eligible for assumption of their 
life-insurance agreements by the life-insurance fund. However, the administra- 
tive expense limitation authorized for fiscal year 1956 was inadequate to handle 
this increased workload. The fund assumed 16 beneficial associations with 
approximately 54,000 members before funds were expended to the extent of the 
limitation. The Commission then discontinued negotiations for the assumption 
of the remaining 9 beneficial associations with a membership of approximately 
95,000. 

The expense limitation of $117,500 for fiscal year 1957 is barely sufficient to 
maintain the regular insurance program for active Federal employees and to 
service the accounts of association members already assumed by the fund. 
Unless additional limitation is provided it will be impossible to take over the 
remaining beneficial associations. 

A further delay in taking over these associations may result in their being 
placed in a precarious financial position. As of this date, some of the associations 
are liquidating part of their assets in order to pay claims to survivors of association 
members. Since there is no provision for their writing further insurance agree- 
ments, thus bringing younger members into the organization and providing cash 
for the payment of claims, their financial position will become more serious as 
time passes. 

Therefore, a request for an increase of $76,500 in the expense limitation is 
being submitted in order that funds will be available to complete arrangements 
for assumption of the remaining associations before the legal deadline of August 
17, 1957. As the expense limitation included in the Commission’s budget request 
for fiscal year 1958 does not provide for the increased workloads in connection 
with the assumption of the remaining beneficial associations, it is essential that 
the increased limitation be made avaiiable at the earliest possible date. 


Personal services 


Authorised, fecal year 1007... <2. nndnconsasunceceheuecsqhenl $86, 200 
Reet ered, Gaeel YR WS Fence +019 ~tnpl4o- gen -nenkentiasdbaenial 126, 500 
Increden TeneeteG. . o.oo Snes ena ee ented 40, 300 


This operation will include the acquisition, management and disposition of 
assets of the remaining beneficial associations together with the initial premium 
billing, collection and establishment of accounting procedures and will require 
an additional 7 positions at a cost of $40,300. 

An increase of $36,200 is also required for other object of expenditure incident 
to the assumption of these associations. These costs are listed as follows: 


Communication services 


Authorised, fischl weet 1067 oid e cc ss ae Gecttsteed swipe eudaneedensead $7, 000 
Moquirerd, Hacek eat IGG 210005 si. 4i ahdb as hice menace aie an 9, 900 
Tncrease sequestedhs.. i cu Jott sitcind. e a  e 2, 900 


The increase provides for the cost of penalty mail to send original letters of 
instruction and quarterly premium notices to the approximately 95,000 indi- 
viduals who are members of the beneficial associations to be assumed. 


Rents and utility services 


PwROniaed,, Taal ie BIE i oi hors Xn Berri he en 4 Oe en $10, 300 
Gis NUE POU, TR as onicapd rpc ad nines teehee are aeolian 12, 000 
EARNS PORRIIIN s <0. i.nccsz nie athchoionaan Ss ain edinninie ae 1, 790 


This is to provide for the rental of card-punch and tabulating equipment used 
in machine processing premium notices to, and payments from, individuals who 
pay premiums directly to the Commission. 


Printing and reproduction 


PUGHIORTRGGL, TINGE VONE TOUT 22 3 2G eneeeecs coterie pie ee $12, 000 
weoqudred, Meeal your 2067 ...5 2.2.06 cel te ea 12, 300 


SIGE Seis nk bocce nddsdsacnhndasnunnsianeaee 300 
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* This provides for the printing of forms for use as premium notices to members 
of those associations to be assumed. 


Other services 


asians tena getter 1067. is. - si ciiswendiicbnee Sendhietewnnsincneu 0 
Required, fiscal ar AGG e sv rains cb nrtds owe wesdalbeesles +inn teed $30, 000 
DRO NNOR..:t CieteninS canciaancihn thdls abiietneae sd Hdbb imine 30, 000 


* This amount is to provide for the contracting out of the initial operation of 
punching, verifying, and of the interpreting of name and address cards, the actu- 
arial cards, and the preparation of a set of special insert cards. 


Supplies and materials 


Sy ie iain SR Se SB $1, 000 
Required, fiscal WORE WUE 8 oo nme coe don ee ee 2, 300 
eee nner | CL! ALONE CEA, a Fee Sey ae eee Pas 1, 300 


This increase is to cover the cost of envelopes to be used in sending original 
quarterly premium notices to insured individuals who pay premiums directly to 
the Commission. 


HOUSE ACTION 


Senator Ropertson. Mr. Chairman, before the witness testifies, 
I have had occasion as a member of the Subcommittee on Independent 
Offices to hear the testimony of the Civil Service Commission. 

This item in the fiscal 1958 budget for the Commission has been 
published. There are about 95,000 civil service workers who belon 
to some kind of local or private insurance company, and the Civi 
Service Commission was asked to put them on the same basis as 
everybody else. 

As I recall, the testimony was that no new money would be ap- 
propriated, but availability to use some reserves was involved. 

For some reason, and the House never put it out in full in its com- 
mittee, they turned that down in the regular budget and they have 
turned this down in this supplemental budget. 

My information is that it was turned down because of a very bitter 
and personal opposition of just one member. I will not say who he 
was. The Civil Service Commission of course knows who he is. 
It has been pretty well discussed in the press as to who he is, but I 
will not mention his name because we are not supposed to comment. 
However, it was never set out that this was a reduction in the budget. 


HOUSE COMMENT 


Chairman Haypgen. The House report says: 


The committee has not approved a $76,500 increase in limitation for administra- 
tive expenses of this fund. The amount was requested for the Federal Govern- 
ment to assume the assets and liabilities of certain employee beneficial associations. 
Approval would cost the insurance fund $22 million. The committee is sympa- 
thetic, however, to the insurance needs of members of associations who retired 
from Federal employment before the Federal insurance program became effective, 
and would consider a fair and reasonable proposal by the Civil Service Commis- 
sion to assume the policies of such members, 


Senator Ropertson. We can hear the testimony, but I assume it 
will be along the same lines given before the Subcommittee on Inde- 
pendent Offices and involved $76,500. 

The testimony was that it was only giving the same kind of treat- 
ment to these civil-service employees as was given to the others, and 
enable them to come right on into this insurance fund. 
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ADDITIONAL COST 


As to the cost of an additional $22 million, I am not prepared to 
say about that, but if they come in at all it is going to cost some money 
because we do supplement these retirement funds. However, I do 
not think you can tell anybody, “‘We are going to keep you out because 
it is going to cost us something for you to come in.” 

Nevertheless, the Commissioner can testify about that. 

Chairman Haypen. We will be glad to hear from you. 


Mr. Ettswortu. Thank you, Mr. Chairman and members of the 
committee. 


PREPARED STATEMENT 


Senator Robertson has stated the situation and that is by law, the 
Civil Service Commission is required to take over the total of 25 of 
these beneficial associations and, Mr. Chairman, I have prepared a 
statement here and it might save us time if I just summarized it and 
submitted it for the record. 


Chairman Haypen. That will be inserted in the record and you 
can highlight it. 
(The statement referred to follows:) 


STATEMENT OF Harris ELLSwortTH, CHAIRMAN, UNITED Srates Civin SERVICE 
CoMMISSION 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to appear before this committee to discuss the action of the House Appropriations 
Committee with respect to our request for supplemental funds for the fiscal year 
1957. The supplemental request for the fiscal year 1957 includes additional 
fund needs in three areas: (1) ‘Salaries and expenses” appropriation, $150,000; 
(2) “Annuities under special acts,” $552,000; and (3) “Expense limitation, 
employees’ life insurance fund,” $76,500. 

With respect to the first item, “Salaries and expenses” appropriation, the 
amount of $150,000 was requested to enable the Commission to process backlogs 
of work in our investigation functions. The House bill does not allow any funds 
for this purpose. At the time the Commission’s request was submitted to the 
Congress it was assumed that supplemental funds would be available about 
April 15. It now appears that this supplemental bill will not be approved prior 
to June 1. This being so, the Commission is not requesting the Senate to restore 
the funds denied by the House. 

The appropriation, ‘‘Annuities under special acts,’’ which is the second item 
referred to above, provides for the payment of annuities to persons who were 
employed on the construction of the Panama Canal or to their widows, and to 
widows of former employees of the Lighthouse Service. On the basis of claims 
now approved for payment and claims which are being processed, it appears 
that the amount provided in the House bill will be sufficient to-meet afnuity 
payments this fiscal year. Therefore, the Commission is agreeable to accepting 
the amount of $500,000 as approved by the House. 

The action of the House with regard to the third item, ‘Expense limitation, 
employees’ life insurance fund,’ is of great concern to the Commission. The 
item is an expense limitation which is included in the language of our annual 
appropriation act to control the amount that may be expended from the Govern- 
ment employees’ life insurance fund for administrative expenses. The Commis- 
sion’s request is for an increase of $76,500 in the expense limitation. The circum- 
stances which make this increase necessary are as follows: 

In August 1955 the Federal Employees’ Group Life Insurance Act was amended. 
This amendment authorized the Commission to assume the life insurance agree- 
ments of 25 employee beneficial associations, with a membership of approximately 
149,000. The amendment provides that the arrangements for assumption of 
these contracts must be completed by August 17, 1957. The Commission began 
assuming the agreements in January 1956, intending to take over all of: the asso- 
ciations before June 30 of that year. However, the expense limitation authorized 
for fiscal year 1956 was inadequate to handle the increased workload, and only 16 
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associations with 54,000 members were assumed. We had to postpone the assump- 
tion of the remaining associations at that time. 

The expense limitation authorized in fiscal year 1957 is also insufficent to com- 
plete this work by the deadline date of August 17, 1957, as required by law. Thus 
the Commission is placed in the position of having taken over part of the insur- 
ance agreements, while other members of employee beneficial associations stand 
> a their insurance benefits because the Commission is unable to comply with 
the law. 

A further delay in taking over these associations may result in their being 
placed in a precarious financial position. As of this date, some of the associa- 
tions are liquidating part of their assets in order to pay claims to survivors of 
association members. Since the associations cannot compete with the Federal 
employees’ group life insurance program, the associations are not writing addi- 
tional insurance agreements. This results in a lack of cash for the payment of 
claims and a further deterioration of their financial position. 

An increase of $76,500 in the expense limitation for fiscal year 1957 will permit 
the Commission to complete the assumption of the remaining 9 beneficial associ- 
ations, comprising 95,000 members, before the legal deadline of August 17, 1957. 
However, it is now impossible to complete negotiations and arrangements with 
these associations before June 30. Therefore, the additional funds must be made 
available beyond June 30, and a proposed language change is attached to copies 
of this statement as attachment No. 1. The Bureau of the Budget concurs in 
our recommendation to change the language as submitted to the House in order 
to make the full amount of the increase in limitation available in the 1958 fiscal 
year rather than the partial amount of $23,000 as contained in the original request. 

There is another aspect to this problem which requires explanation to com- 
pletely cover the matter. The increased expense limitation we are discussing 
today is intended to meet only the costs of assuming the remaining nine asso- 
ciations and does not provide for the maintenance of the program after the 
takeover operation. An increase in limitation was requested in our regular 
budget for the fiscal year 1958 for the maintenance operation. This request was 
not granted by the House. This matter was fully explained to the Senate Sub- 
committee on Appropriations, chaired by Senator Magnuson, on April 3 of this 
year. It is essential that the increase in limitation requested in the supplemental 
request we are discussing today be restored, in order to permit takeover. It is 
also necessary that the increase in limitation requested for fiscal’year 1958 be 
restored in order to permit maintenance of the program. 

While the Congress has by law required the Commission to take over and 
maintain the insurance obligations of these associations, the Congress on the 
other hand has denied the Commission use of funds with which to assume the 
assets and liabilities of the associations involved. I am attaching to this state- 
ment a schedule (attachment No. 2) which indicates the several attempts made by 
the Commission to secure adequate authority for funds for this purpose. 

I strongly urge this committee to recommend restoration of the full amount 
requested for the expense limitation, employees’ life insurance fund, and to pro- 
vide language which would make these funds available for expenditure during the 
fiscal year 1958 

This concludes my statement. We will’be happy to discuss any aspects of this 
matter in which the committee is interested. 


ATTACHMENT 1 
Proposep LANGUAGE FOR THIRD SUPPLEMENTAL APPROPRIATION Br, 1957 
ADMINISTRATIVE EXPENSES, EMPLOYEES’ LIFE INSURANCE FUND 


The limitation under this head in the Independent Offices Appropriation Act, 
1957, on the amount made available from the employees’ life insurance fund, for 
reimbursement to the Civil Service Commission for administrative expenses 
incurred in the administration of the Federal Employees’ Group Life Insurance 
Act, is increased from “$117,500” to ‘‘$194,000”’. 

Not to exceed $76,500 of the funds in the employees’ life insurance fund shall 
be available for reimbursement to the Civil Service Commission during the fiscal 
year 1958, for administrative expenses incurred by the Commission during that 
fiscal year in the administration of said act, and such amount shall be in addition 
to any amounts otherwise made available from the fund for such expenses for 
the fiscal year 1958, 
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ATTACHMENT 2 


Summary of Commission’s efforts to obtain adequate expense limitation to assume 
and service insurance of members of beneficial associations as required by amend- 
ment to Public Law 598, Federal Employees’ Group Life Insurance Act of 1954 


Date 


June 30, 1955 


Aug. 


Feb. 


May 


Dec. 


June 


Mar. 


Jan. 


11, 1955 


13, 1956 


19, 1956 


14, 1955 


27, 1956 


21, 1957 


7, 1957 





Amount of limitation authorized in fiscal 
year 1956 appropriation, $80,000. 


Amendment to Federal Employees’ 
Group Life Insurance Act of 1954, 
Public Law 356, 84th Cong. 


Fiscal year 1956 supplemental request to 
Congress for $112,350 increase in limita- 
tion. 


Amount of limitation increase approved 
by Congress in fiscal year 1956 supple- 
mental appropriation, $37,500. 


Fiscal year 1957 regular request to Con- 
gress included $186,700 as the amount of 
limitation to be authorized to adminis- 
ter the life insurance fund. 


Amount of limitation authorized in fiscal 
year 1957 appropriation, $117,500. 


Fiscal year 1957 supplemental request to 
Congress for an increase of $76,500 in the 
limitation. 


Fiscal year 1958 regular request to Con- 
gress included $233,000 for the expense 
limitation to administer the life insur- 
ance program. 





Explanation 





Restricted amount to be expended from life 
insurance fund for administration of the regu- 
lar program of Federal employees’ group life 
insurance. 

Authorized the Commission to arrange for 
assumption by the fund of insurance agree- 
ments held by 149,000 members of 25 non- 
profit associations of Federal or District of 
Columbia employees by Aug. 17, 1957. 

The increased limitation requested was to en- 
able the Commission to assume the insurance 
agreements of the 25 beneficial associations 
as provided in Public Law 356. This sup- 
plemental estimate was required because the 
amendment to the Life Insurance Act was 
passed on Aug. 11, 1955, after the Commis- 
sion’s regular 1956 appropriation was ap- 
proved, June 30, 1955. 

This reduced amount permitted the Commis- 
sion to take over only 16 beneficial associa- 
tions with 54,000 members and it had to dis- 
continue negotiations with the 9 remaining 
associations. 

This request included funds which would be 
adequate to (1) take over the 9 remaining 
associations with 95,000 members, (2) ad- 
minister the regular Federal employees’ life 
insurance program, and (3) service all the 
149,000 members of beneficial associations. 

This limitation provided _ enough funds for 
maintenance of the regular life insurance 
program and servicing of the 54,000 members 
of the 16 associations already taken over. 

As funds were not provided in the regular fiscal 
year 1957 appropriation limitation, shown 
above, the Commission again requested funds 
to enable it to assume the 95,000 members of 
the 9 remaining beneficial associations. This 
was the 3d request made to increase the ex- 
pense limitation for purposes of assuming the 
beneficial associations and as of May 13, 1957, 
it is still pending in Congress. 

This amount would provide for maintaining 
the regular program and servicing the full 
149,000 membership of the 25 beneficial asso- 
ciations. It was based on the assumption 
that funds will also be made available 
through the fiscal year 1957 supplemental re- 
quest to enable the Commission to take over 
the 9 remaining associations with 95,000 mem- 
bers. The House reduced this amount to 
$123,800. The amount of limitation allowed 
in the House bill will not quite provide 
enough funds to maintain the regular Fed- 
eral employees’ program and to service the 
54,000 members of beneficial associations 
taken over last fiscal year. Obviously, this 
limitation would not provide for servicing an 
additional 95,000 members which should be 
taken over if the supplemental appropriation 
for 1957 is approved. 

The Commission has made 3 attempts to ob- 
tain expenditure authority to carry out its 
responsibility under the amended law; how- 
ever, in order to carry out the intent of this 
legislation (Public Law 356, 84th Cong.) it is 
necessary that (1) the 1957 supplemental re- 
quest be approved in order to take over the 
insurance agreements of the remaining 9 bene- 
ficial associations, and (2) the full amount of 
the fiscal year 1958 request be restored and au- 
thorized by Congress in order to maintain 
the whole program as required by law. 
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Summary of Commission’s efforts to obtain adequate expense limitation to assume 
and service insurance of members of beneficial associations as required by amend- 
ment to Public Law 598, Federal Employees’ Group Life Insurance Act of 1954— 
Continued 


Date Explanation 
May 3,1957 | Fiscal year 1957 supplemental request for | Committee stated it was sympathetic to needs 
increase in limitation of $76,500 dis- of members who retired from Federal em- 
allowed by House action in 3d supple- ployment and would consider a fair and 
mental appropriation bill. reasonable proposal by the Civil Service 
Commission to assume policies of such 
members. 


The suggestion of the House committee for the 
Commission to take over certain members of 
an association does not appear to be possible 
under sec. 10 of Public Law 356, approved 
Aug. 11, 1955. This law did not give the 
Commission authority to decide which mem- 
bers might be assumed. Sec. 10 of Public 
Law 356 states: 

* * “Sec. 10. (a) The Commission is author- 
ized to arrange with any nonprofit associa- 
tion of Federal or District of Columbia em- 
ployees for the assumption by the fund 
created by section 5 (c) of all life insurance 
agreements, including all benefits contained 
therein, obtained or provided by such as- 
sociation for its members * * * (d) * * * not 
later than August 17, 1957, * * *” 





TOTAL ASSOCIATIONS TAKEN OVER 


Mr. Exvutswortu. Mr. Chairman, 16 of those associations have been 
taken over. We are also required to take over the other nine. They 
would have been taken over, except that there was not enough money 
to complete the job. 

The two principal points, I think, to bear in mind about this appro- 
priation request are, first, that it is not an appropriation at all; it is 
merely a request to raise the limitation in existing law allowing the 
Commission to use $76,500 of the fund money to ‘do this job. It is 
not an appropriation of taxpayer funds. 

The second is that we are required by law to take over these asso- 
ciations and there is a deadline of August 17 of this year. If these 
associations are not taken over by August 17, there are going to be 
9 associations, involving about 95,000 people, who will be denied the 
same identical benefits that were accorded some 16 of the associations 
heretofore. 

Senator Satronstautu. Mr. Ellsworth, the House committee says: 

Approval would cost the insurance fund $22 million. 


What does that mean? 

Mr. Eitswortu. Senator, [ am going to ask Mr. [rons to answer 
that in more detail, but what happens when we take these associa- 
tions over is that we take over their assets and their liabilities; in 
other words, their liability for the payment of claims. 

I do not know where they get the $22 million from, but I will ask 
Mr ‘Varren Irons to answer that. 

senator SALTONSTALL. I heard what Senator Robertson said and I 
heard it in the subcommittee, too. 

As I understand it, what you want to do is have enough money to 
properly administer this fund that you have been ordered to take 
over. 

Mr. Extutswortu. That is correct. 
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Senator SALTONSTALL. What does the House mean when it says: 
Approval would cost the insurance fund $22 million? 


Mr. Irons. Senator, when this program was before the substantive 
committee, the Commission testified that the difference between the 
assets of the association plus the anticipated premium income of the 
association would be short by $23 million of ultimately meeting all of 
the death claims, looking forward, say, 30 years from now. 


MORTALITY BASIS OF FUND 


Senator SALTonsTaLL. What you mean is ultimately the fund will 
be short on a mortality basis by $33 million. 

Mr. Irons. That is right. 

The group life insurance fund will have to supply that. 

Senator SattonsTaLL. Does the House mean that that should be 
made up before the Government assumes the liability? 

Mr. Irons. I do not think so. I think that is just a figure that 
somebody has conjured up. 


ASSUMPTION OF LIABILITY 


Senator SaALToNsTALL. Who is going to assume that liability? 

Mr. Irons. The group life insurance fund. 

Senator SALTONSTALL. Which is a Government fund? 

Mr. Irons. It is a fund set up by the Group Life Insurance Act. 

Senator Ropertson. I think I can throw a little light on this. 

We had some of these so-called private insurance organizations. 
Then the Government passed a Government insurance program that 
was more favorable to the workers than what they had themselves, 
because we contribute to it. Now you have, let us call it a private 
insurance company, that cannot get any new members to contribute, 
and all they have are the old members. Nobody else is going in there 
now because they can get a better deal under the law we passed, so if 
we do not treat these people like we treat everybody else, 30 or 40 
years from now they will be in the hole some thirty or forty million 
dollars. 

It is going to cost the other fund an indeterminate amount to carry 
this program forward, period. 

We wanted to give it to the workers. It is a question of whether it 
is going to be fair to all of them or not. 

Mr. Evtswortn. If I may say so, it is too late to argue as to whether 
or not these beneficial associations should have been taken in. The 
fact is we have already taken in 16. Nine are out in the cold, and 
you just cannot unscramble the situation. 

Chairman Haypren. The House says in the last paragraph: 

The committee is sympathetic, however, to the insurance needs of members of 
associations who retired from Federal employment before the Federal insuraace 
program became effective, and would consider a fair and reasonable proposal by 
the Civil Service Commission to assume the policies of such members. 

How could a fair and reasonable proposal be made without changing 
the law? 

Mr. Eitswortn. You could not doit. Also, they indicate that we 
might take over those who are retired and leave out those who are 
still in the Government. 


92032—57——-2 
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I have checked into that with our staff people, and that would be 
an absolute impossibility. You could not separate out of these bene- 
ficial societies the assets of those that we took in, if you assume that 
we did that, and those who were still working for the Government. It 
is a mathematical proposition which could not be done, so their sugges- 
tion sounds reasonable, but it will not work. 

Chairman Haypen. We are prohibited by rule of the Senate from 
proposing legislation in appropriation bills. We cannot do anything 
about it. We cannot write any new law. We have to take the law 
as it is. 

Mr. Exvtswortn. That is correct. And the $76,500 will enable us 
to cure this situation. 

Chairman Haypen. Is there any further statement? 

If not, we thank you. 

Mr. Evuiswortx. Thank you very much. 


AMERICAN FEDERATION OF GOVERNMENT EmpuLorers (AFL-CIO) 


STATEMENT OF JOHN A. McCART, LEGISLATIVE REPRESENTATIVE 


PREPARED STATEMENT 


Chairman Haypen. We will next hear from Mr. McCart, of the 
American Federation of Government Employees. 

Mr. McCarr. My name is John A. McCart. I am legislative 
representative of the American Federation of Government Employees. 

I would like to submit a statement for the record and just make a 
few brief comments. 

Chairman Haypen. That will be included. 

(The statement referred to follows:) 


STATEMENT OF THE AFGE on H. R. 7221 (BENEFICIAL INSURANCE 
ASSOCIATIONS) 


Mr. Chairman and members of the committee, the AFGE desires to urge the 
committee to approve an increase in the administrative expense limitation of the 
Federal employees group life insurance fund of $76,500 to enable the Civil Service 
Commission to assume the assets and obligations of 9 beneficial employee associa- 
tions under that act, as amended. 

Section 10 of the original statute (Public Law 598, 83d Cong.) authorized the 
Commission to assume life-insurance agreements of nonprofit associations of 
Federal employees. The 1955 amendment to the initial act (Public Law 356, 
84th Cong., sec. 4) stipulated a time limit of August 17, 1957, for accomplishing 
the agreements between the Civil Service Commission and the associations 
affected. 

Since that date, the Federal Employees group life insurance fund has taken 
over 15 beneficial associations with approximately 54,000 members. This was 
possible because Congress appropriated sufficient funds to complete only those 
agreements. 

Nine additional beneficial associations have complied with the requirements of 
the act concerning submission of financial statements and other necessary fiscal 
arrangements. However, the Commission has been unable to complete these 
negotiations because of insufficient funds. 

Because of the August 17, 1957, deadline, the 95,000 individuals who are mem- 
bers of the remaining 9 beneficial associations are faced with loss of life-insurance 
coverage, for which many of them have paid for a long period of time. Included 
are approximately 24,000 individuals who are now retired. In many instances, 
these persons have no other life insurance in effect. They were not eligible for 
benefits under the Federal Employees Group Life Insurance Act because they 
were in a retired status prior to the effective date of that statute. 

The remaining 71,000 individuals are active employees of the Federal Govern- 
ment. However, the loss of coverage which will result if funds are not appro- 
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priated to assume the assets of the beneficial associations is not due to any action 
or negligence on their part. It is caused by the fact that Congress saw fit in 1954 
S a low-cost term-life-insurance benefits to Federal employees and their 
amilies. 

Stated simply, the problem involves the pressing need for Congress to take the 
action necessary in honoring the commitment made in the original 1954 act and 
the’1955 amendment. Realizing the inequity that would result if arrangements 
were not made for the Federal Government to assume the beneficial associations’ 
coverage, the law provided for a transfer of the employees’ equity. It seems to us, 
then, that an obligation exists to provide the wherewithal for accomplishing the 
intent expressed in the 1954 and 1955 acts. 

If the request for $76,500 is not honored, most of the beneficial associations 
involved will be faced with extinction simply because they are unable to compete 
with the Federal employees group life insurance program. The tragic effect on 
retired individuals, who have no other life-insurance coverage and are unable to 
acquire it at a reasoable premium at their advanced age is obvious. 

Moreover, a serious inequity will result for active employees because those affili- 
ated with the 15 associations already accepted by the Commission are assured of 
continued protection, while those persons who are members of the remaining 
beneficial groups not accepted face complete loss of coverage. 

It should be noted, Mr. Chairman, that an effort was made to amend H. R. 
7221 when the measure was being debated in the House. The amendment was 
not defeated but was ruled out of order. It is clear that there was no real oppor- 
tunity for a discussion of the merits of the situation while the bill was being debated. 

Finally, Mr. Chairman, it should be emphasized that the proposal pending in 
the committee does not involve appropriation of $76,500. ft simply authorizes 
expenditure of this amount from the administrative expenses of the Federal 
employees group life insurance fund. From that standpoint there is no question 
of allocating funds as is normal in appropriations measures. 

We earnestly urge, therefore, that the committee approve the requested au- 
thorization so that individual policyholders in the beneficial groups may be assured 
of continued life-insurance protection. 


PROBLEM OF BENEFICIAL ASSOCIATIONS 


Mr. McCarrt. Since the Civil Service Commission has outlined for 
you in some detail the problem so far as the beneficial associations are 
concerned, there is no need to go into greater detail about it. 

| would simply like to highlight a few points in connection with this. 

As you know, Mr. Chairman, in 1954 the Congress approved the 
Federal employees group life insurance program. At that time, real- 
izing the equities of the employees who belonged to the beneficial 
associations for a good number of years, Congress provided means for 
the Civil Service Commission or the insurance program to take over 
the assets and obligations of these organizations. 

In 1955 Congress put a time limit on that action, August 17, 1957. 
Since that time the Commission has been requesting funds to complete 
the operation but have not been able to secure them. 

However, they have received funds to take over the assets of 15 of 
the beneficial associations so that we have the remaining 9 where no 
action has been taken. 


INEQUITY TO CERTAIN EMPLOYEES 


We feel, Mr. Chairman, that if the money is not appropriated to 
complete this action, it will result in a serious inequity to these em- 
ployees who have paid in so many years. Some of them actually 
will be without any insurance coverage, because, particularly the 
older folks, who cannot acquire insurance at a reasonable rate, will 
just be unable to have any coverage whatsoever. 
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It means, further, that these beneficial associations will be forced 
out of business because they will be unable to compete with the much 
larger Government employees’ program. 

I want to make this final point, Mr. Chairman. This does not 
involve the actual appropriation of money. It simply is an authori- 
zation to use the funds of the insurance program, the reserve in the 
insurance program, to pay for the administrative costs of assuming the 
obligations and assets of these organizations. 

Mr. Chairman, we would very earnestly urge that the committee 
give serious and sympathic consideration to the request for this 
amount. 

Chairman Haypen. Thank you. 


VETERANS’ ADMINISTRATION 
WAGE BOARD EMPLOYEES 


Mr. McCarr. Mr. Chairman, if I may, I would like to make just 
a comment or two on another matter that is in this bill. It invo sh ves 
the wage increases for the employees of the Veterans’ Administration 
who are paid under the prevailing wage system. 

You may recall in passing the Fringe Benefits Act in the 83d Con- 
gress, the House and Senate approved the transfer of many thousands 
of employees from the Classification Act to the wage-board system. 
That is the locality prevailing rate. 

The Veterans’ Administration and other agencies in this bill have 
fixed their rates according to the prevailing locality rate. The prob- 
lem is that the House has not appropriated the money to enable the 
agency to pay these wage rates. 

Many of these employees have been waiting since December of 
last year, and the Veterans’ Administration said, ““We will give you 
your wage increases when we get the money from Congress.” 

If action is not taken, it is going to mean that the folks are not 
going to get their wage increases, or they are going to get them out 
of present funds and there is going to be a reduction in force, with 
resulting impairment to the veterans’ care program. 

We would urge again, Mr. Chairman, that the committee in its 
wisdom see fit to permit the Veterans’ Administration to spend this 
money to pay these wage increases that Congress has said they should 
receive in passing the Fringe Benefits Act. 

Senator Cuavez. What is the justification in the House for not 
taking action? 

Mr. McCarrt. They recommended that the Agency absorb the cost, 
which is about $3 million, and that will come out of the in-patient care 
item, and while I do not know too much about the budgetary situa- 
tion, since I represent the employee group, we are anxious that the 
employees receive the wage increases to which they are entitled, and 
that the in-patient care program not be impaired in any way, which- 
ever way the Congress chooses to provide wage increases that are due. 

Chairman Haypen. Thank you very much. We will place your 
statement in the record. 

(The following statement was later submitted :) 
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STATEMENT OF GrorGE D. Ritey, AFL-CIO Leaistative REPRESENTATIVE, 
on Group Lire INsurRANCE ASSOCIATIONS, UNDER Section 10, FEDERAL 
Empitoyes Group Lire Insurance Act, 1954, as AMENDED 


In 1954, while the Congress was considering enactment of the Federal Em- 
ployees’ Group Life Insurance Act, it was said by a representative of the Civil 
Service Commission that all the existing group activities would be put out of 
business by the new law. 

It appears that a number have met such fate. It also seems that those persons 
insured under some of the nonprofit associations underwriting life benefits for 
Government employees have fared well under the legislation. 

At the same time, there remain a number of associations whose members 
are left dangling through failure to accord to them the same consideration which 
was given the associations whose memberships already have been accommodated 
under the Insurance Act. 

The total number of associations originally affected by the new act was 25. 
Members of these associations were faced with outright loss of insurance benefits 
which had been maintained on a voluntary basis by thousands of Government 
employees, both former and present. 

Sixteen of the twenty-five, whose memberships number more than 54,000 have 
shifted their assets of about $5 million to the United States Government. In 
return, the Government has made part of its own life insurance operations the 
agreements of these associations, totaling some $82 million. 

There remain nine associations whose operations continue extremely uncertain 
for lack of $100,000 to enable the Government to deal evenhandedly with all 
groups under these associations. 

It is extremely difficult to understand how the procedure for taking over some 
associations can be made to work for more than 68,000 persons, while at the same 
time the same administrative function has been withheld from those members of 
the remaining 9 associations. 

While the prophesy by the United States Civil Service Commission that these 
former insurance operations would be destroyed under the 1954 Insurance Act 
has been proved true, I cannot believe that it is the intention of the Congress to 
leave this damage unrepaired for some and repaired for others. 

For lack of the needed appropriation to deal in good faith with all Government 
employees under the 25 systems, the inequities will merely be perpetuated. 

At times this year it has been said that new governmental functions will have 
more difficulty than old ones in obtaining money with which to operate. 

The Insurance Act is not a new function, strictly speaking. It is piling up big 
reserves, so much so that it has been suggested by the administration that certain 
types of health programs be instituted payable from such earnings. 

If success can be measured in these terms for the system, then it would appear 
feasible and fair to appropriate a relatively minor amount as a morale factor for 
the 54,000 persons involved, or at the rate of less than 50 cents per capita. 





District oF CoLUMBIA DEPARTMENT, 
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, 
6024 South 22d Street, Arlington, Va. 
Hon. Cart HaypDEn, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington 25, D. C. 


Dear Senator HaypEn: The District of Columbia department of the Amer- 
ican Federation of Government Employees, AFL-CIO, vigorously supports the 
request of the Civil Service Commission for funds to take over the remainder of 
the Federal employee beneficial associations. Thousands of members of our 
union, including large numbers of retired employees are dependent upon favorable 
action on this request for authorization of funds in order to prevent loss of this 
life-insurance protection. 

Section 10 of the Federal Employees’ Group Life Insurance Act of 1954, as 
amended, clearly declares the policy that the Federal Government would assume 
the insurance obligations of these nonprofit beneficial associations, conditioned 
upon continued payment of premiums by the members and the transfer of all 
association assets to the Government. This basic policy has not been revoked 
or amended. Further, this same law provides that the Civil Service Commis- 
sion’s conversion action on these programs must be completed not later than 
August 17, 1957. Thus, failure to authorize the necessary funds by that date 
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will result in the Federal Government’s default on a solemn obligation directly 
affecting approximately 100,000 of its present and former employees. 

It is estimated that the sum required will be less than $100,000. And the 
money authorized would be the employees’ own money—not the taxpayers’— 
as the funds will be drawn from the employees’ insurance fund. 

There is no basis for discrimination against the 100,000 members of the 9 
beneficial associations which are now applying for conversion under the act. 
Approximately 54,000 policies of members of 16 associations were converted 
within the last year by the Civil Service Commission. Thus, the intent of the 
statute has been less than half completed. 

The nine remaining beneficial associations have complied with the requirements 
of the act and the Civil Service Commission preparatory to the Commission’s 
final assumption of the beneficial groups. Some financial losses were incurred 
in so doing. If these associations are not taken over, their almost inevitable dis- 
solution would precipitate an enormous amount of litigation. 

The greatest burden and the most serious irreparable loss would fall on those 
who retired before passage of the Insurance Act of 1954. With no opportunity to 
obtain insurance coverage under this act, many will thus be stripped of the only 
insurance protection they have with no opportunity to obtain new coverage con- 
sidering their age and physical condition. 

Therefore, we feel that denial of this request for authorization of such finds as 
are necessary to complete this program, is unthinkable. We most urgently re- 
quest favorable consideration by your committee. 

Sincerely yours, 
Harotp W. JENNRICH, 
Corresponding Secretary. 


FrepERAL Empioyeses’ Group Lire-INSuRANCE ASSOCIATIONS 


STATEMENT OF JOHN M. LYNHAM, ATTORNEY AT LAW, 
WASHINGTON, D. C. 


GENERAL STATEMENT 


Chairman Haypen. We will next hear from Mr. Lynham, who I 
believe represents several organizations. 

Mr. Lynuam. Mr. Chairman, I filed before the Senate subcom- 
mittee, in connection with the 1958 fiscal appropriation bill, a state- 
ment for the Federal employees’ group life-insurance associations 
which have not yet been taken over under the present Employees’ 
Group Life Insurance Act. 

Along with that statement, I filed a letter from the Civil Service 
Commission which was explanatory as to the position of the Civil 
Service Commission and the factual background of the legislation, 
and the status of the takeover program as it exists today. 


PREPARED STATEMENT 


With your permission, I would like to file a copy of that same state- 
ment with this committee in connection with this consideration. 

Chairman Haypren. Without objection, that will be done. 

(The statement referred to follows:) 


STATEMENT OF Four FeppeRAL EmpLoyeses’ Group Lire-INSURANCE ASSOCIA- 
TIONS CONCERNING THE ALLOWANCE OF ADDITIONAL FUNDS TO THE CIVIL 
SERVICE CoMMISSION To PERMIT COMPLETION OF THE PROGRAM ESTABLISHED 
BY THE CONGRESS IN SECTION 10 OF THE FEDERAL EmpLoYEees’ Group LIFE 
INSURANCE Act or 1954, as AMENDED 


By section 10 of the Federal Employees’ Group Life Insurance Act of 1954, as 
amended, the Congress provided for the assumption by the Government of the 
insurance obligations of certain Government employee group life-insurance 
associations, conditioned upon the continued payment of dues by the members 
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and the transfer to the Government of the assets of the associations. Upon the 
adoption of the original group life-insurance program 25 nonprofit associations 
of Federal employees were faced with extinction and the consequent loss of in- 
insurance benefits which theretofore had been voluntarily maintained by thousands 
of present and former Government employees, and to remedy this unfortunate 
predicament the Congress amended the act as stated above. 

Promptly following the enactment of the amendment the Civil Service Com- 
mission proceeded to negotiate assumption agreements with the eligible associa- 
tions and the transfers of 16 of these associations having a membership of approx- 
imately 54,214 persons have now been completed. These associations delivered 
to the Government assets worth approximately $5 million and the Government 
assumed life-insurance agreements amountng to approximately $82 million. How- 
ever, due to the lack of funds the Commission has been required to cancel assump- 
tion dates and suspend netotiations with the remaining nine associations, and has 
announced that it will be unable to proceed further until funds are available. 
The four associations which subscribe to this statement have a eee oe of 
approximately 68,687, and assets aggregating approximately $13 million, which 
will be delivered to the Commission upon completion of the arrangements, and 
the Government will assume life-insurance agreements approximating $116,500,000. 
In the meantime, the deadline for the completion of these arrangements as fixed 
by section 10 of the act, namely, August 11, 1957, is fast approaching. 

The importance of this matter to the associations which ies not yet completed 
their transfers under this program cannot be overemphasized. With faith in the 
procedure established by the Congress they have, since the amendment to sec- 
tion 10, directed all of their operations toward the transfer to the Government. 
The liquidation of hundreds of thousands of dollars in securities and reinvestment 
in Government obligations at the direction of the Civil Service Commission has 
already cost them thousands of dollars in principal and interest. 

Under the circumstances enumerated it is respectfully submitted that there is 
no basis for considering that the 68,687 members of these 4 associations are less 
deserving of insurance protection than the 54,214 persons whose insurance agree- 
ments have already been assumed by the Civil Service Commission. Should this 
authorization not be given it would result in denying to many employees and 
former employees of the Government the same insurance protection already given 
to others under this act. 

These associations have made application for this protection the same as others 
who are now enjoying it, and it rests solely with the Commission to set a date 
for the completion of the arrangements. 

It is our belief that Congress has every desire to be as fair with employees of 
one branch of the Government as with another, and the inequities of the situa- 
tion as set forth in this memorandum are respectfully called to your attention to 
the end that they may be corrected by merely authorizing the Civil Service Com- 
mission to use from the employees’ life-insurance fund an additional amount 
estimated to be less than $100,000. 

In conclusion it may be said that in a conference with officials of the Civil 
Service Commission we were advised that it is their desire to have this authoriza- 
tion so that they may promptly complete the arrangement with these associations 
for the assumption of the life insurance agreements of these nonprofit Federal 
employees associations. 

Respectfully submitted. 

Navy DEPARTMENT BENEFICIAL ASSOCIATION, 
By Hueu McCutuiovuan, President. 
War DEPARTMENT BENEFICIAL ASSOCIATION, 
By W. A. Kenyon, Secretary-Treasurer. 
Unirep States TREASURY DEPARTMENT BENEFICIAL ASSOCIATION, 
By Orney W. Srrartton, President. 
DEPARTMENT OF INTERIOR BENEFICIAL ASSOCIATION, 
By Guy W. Numsers, President. 


SECTION 10 OF INSURANCE ACT 


Mr. Lynuam. I would also like to add that this is, of course, a 
matter of vital importance to the remaining associations which have 
not yet been taken over because they have since the amendment of 
section 10 followed the direction of the Civil Service Commission, 
and in some cases converted a great many of their assets into Gov- 
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ernment obligations, which are yielding a lower rate of interest than 
they had been able to maintain under the independent vested pro- 
gram, and they are faced with extinction because they are unable to 
enlist new members into their organizations. 

The Congress recognized this in the passage of the Federal Employ- 
ees’ Group Life Insurance Act, and particularly in the amendment of 
section 10, which authorized this program and which was followed up 
to the point of taking over of 16 of the associations by the Civil Serv- 
ice Commission, so now it really hangs in midair. 

There are 16 associations which have been taken over, and the in- 
surance has been assumed by the Government, and there are 9 asso- 
ciations remaining in precisely the same category which have not 
been able to come under the act because of this lack of appropriations. 

Senator SALTONSTALL. You are in favor of the $76,500 for that 
reason? 

Mr. Lynuam. Yes, Senator; we are. We are supporting that. 


GENERAL SERVICES ADMINISTRATION 


OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 


STATEMENTS OF MAX MEDLEY, COMPTROLLER, AND C. D. BEAN, 
COMMISSIONER, FEDERAL SUPPLY SERVICE 


HOUSE ACTION 


Chairman Haypen, We next have General Services Administration. 
Under “Operating expenses, Public Buildings Service,” the House 
reduced your request to pay wage board increases from $1,220,000 
to $900,000, and I understand you are not requesting restoration. 

Mr. Meptey. That is correct, Mr. Chairman. 


TRAVEL LIMITATION 


Chairman Haypen. You have a new item, however, submitted 
directly to the Senate, requesting an increase of $15,000 in the travel 
limitation for “Operating expenses, Federal Supply Service,” and we 
will be glad to hear from you. 


JUSTIFICATION 


We will place in the record your supplemental request in Senate 
Document No. 36 and your justification. 
(The material referred to follows: ) 


S. Doc. No. 36, 85th Congress, Ist Session 
ok Ba Be # * * * 


GENERAL SERVICES ADMINISTRATION 
“OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 


“The limitation under this head in the Independent Offices Appropriation Act, 
1957, on the amount available for expenses of travel, is increased from ‘*120,000’ 
to ‘$135,000’.” 

This proposed increase in travel limitation is needed in connection with the 
program to provide sales assistance to Federal agencies in the disposal of surplus 
personal property. 
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GENERAL SERVICES ADMINISTRATION 


SuPPLEMENTAL Estimate, 1957, “Operatinc EXpENsEs, FEDERAL 


Suppiy 
SERVICE” 


APPROPRIATION LANGUAGE 


‘Operating expenses, Federal Supply Service: The limitation under this head 
in the Independent Offices Appropriation Act, 1957, on the amount available for 
expenses of travel, is increased from ‘$120,000’ to ‘$135,000’ .” 


GENERAL STATEMENT 


“This proposed increase in travel limitation is needed in connection with the 
program to provide sales assistance to Federal agencies in the disposal of surplus 
personal property” (from the President’s transmittal message). 


JUSTIFICATION 


In reporting the Independent Offices Appropriation Act, 1957, the House 
committee provided for “Operating expenses, Federal Supply Service” an addi- 
tional $1 million over the 1957 budget estimate for increasing personal property 
utilization and sales activities. However, it provided no increased travel limita- 
tion over the $81,000 previously in the budget estimate. Because selling activities 
must be conducted at the sites of surplus property accumulations, substantial 
travel was forecast. Accordingly, the Senate committee was requested to 
increase the limitation on travel from $81,000 to $225,000. While the bill as 
reported to the Senate included $160,000, the limitation was reduced in conference 
to the $120,000 finally provided in the act. 

After a slow start last summer while arrangements were being made with the 
Air Force to initiate the sales assistance program, operations were begun at one 
air material area in September 1956. By the end of February 1957, the Air 
Materiel Command had requested assistance at 6 areas controlling 105 satellite 
locations dispersed throughout the United States and Alaska. This expansion 
in operations required the commitment of all available travel funds to on-site 
surveys and assistance in the lotting, inspection, and conduct of sales at the 
selling locations. 

Unless additional travel limitation is authorized the sales specialists will be 
“grounded” at regional offices, thus seriously impairing their ability to bring 
about an increase in the overall sales proceeds. 

The proposed increase in travel limitation of $15,000 will provide for 650 
additional travel days at $23 necessary to provide assistance at locations from 
which it is estimated that over $100 million of surplus property will be sold 
during May and June. 


TRAVEL EXPENSES 


Mr. Meptey. Mr. C. D. Bean, who is Commissioner of the Federal 
Supply Service, is here and will speak to this item. 

Mr. Brean. Mr. Chairman, we were given an additional appropria- 
tion in 1957 of $1 million for initiation of sales-assistance activities 
incident to the dispersal of surplus personal property but no increase 
was provided for travel. This request has to do with additional travel 
expense to cover 1 month, the month of June. 

At the present time, as we are now progressing, we will be forced to 
stand still during the month of June, whereas all of the activities of 
utilization and sales are in the posts and camps and stations, so we 
need this money to continue our activity. 

Chairman Haypen. Why was there not money to go around origi- 
nally? 

Mr. Bran. The amount to carry on the work was $1 million and I 
presume it was an oversight that they did not give us additional 
authority for travel. 


Chairman Haypen. You had how much to travel at the beginning 
of the year? 
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Mr. Bean. $81,000 was provided in the House bill. We requested 
the Senate committee to increase it to $225,000. While the bill initi- 
ally passed by the Senate contained $160,000 it was reduced in con- 
ference to $120,000. 

Chairman Haypen. You want to add this much to it for the month 
of June? 

Mr. Bean. That is right, sir; $15,000. 

Chairman Haypren Because of the duties being imposed upon you? 

Mr. Bean. That is correct. 

Senator CuHavez. What are those duties? 


DISPOSAL OF SURPLUS PERSONAL PROPERTY 


Mr. Bran. This year we have started assistance at posts, camps, 
and stations, primarily in the Air Force, to do specialized work to 
improve merchandising and marketing. 

For instance, we have specialists in aircraft parts, aircraft, engines, 
and things of that kind. We also provide electronic specialists in the 
field and are assisting Air Force stations to realize a greater amount 
from their sales. 

Senator Cuavez. You have your field setup? 

Mr. Bean. Yes, sir. 

Senator Cuavez. They are there now? 

Mr. Bean. That is right. There are 32 sales specialists in the field. 

Senator Cuavez. Where do you come into the picture to help them 
by travel? 

Mr. Bran. These people travel from one location to another. 

Senator Cuavez. Fieldmen? 

Mr. Bran. Yes. 

: on Cuavez. You are not asking for travel from here to the 
eld? 

Mr. Bran. No, no; it is for the fieldmen and covers travel from 
regional offices to the selling sites. 


SAVINGS TO TAXPAYER 


Chairman Haypen. Does the work that they do save the taxpayer 
any money? 

Mr. Bran. Yes, sir; it does. 

So far, as a result of this activity, cash returns from specific sales 
have almost doubled? 

CuHarrMaAN. In other words, the Government makes money by 
making this appropriation? 

Mr. Bean. That is right, sir. If this appropriation is not made, 
we will have 32 men who will be chained to their desks and not be 
able to go out and do anything at all. 

Senator Youna. Is there not some other way of transferring funds, 
or is this the only way you could get funds for travel? 

Mr. Bran. Yes, sir. 

Senator Youna. There is no other way? 


INCREASE IN LIMITATION 


Mr. Meptey. This is just an increase in the limitation already 
available. 
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Mr. Bean. We have the funds. It is just an increase in the limita- 
tion that we are asking for. 

Senator Younc. These men would have to stay at their desks and 
could not travel? 

Mr. Bean. That is right. 

Senator Youna. There is no other way? 

Mr. Bean. That is correct. 

Senator SatronstratL. The question we have to answer is why do 
you need $15,000 for 1 month when you have only $120,000 for the 
whole year? 

Mr. Bean. Our program did not start until about the middle of 
the year, sir. It took that long to recruit commercially experienced 
people to activate the program and right now we have 32 men in the 
field. It is $15,000 dollars a month. That is what it costs to keep 
them at the selling sites. 

Chairman Haypen. Are there any further questions? 

If not, we thank you. 

Mr. Meptey. Thank you. 


HOUSING AND HOME FINANCE AGENCY 


STATEMENTS OF ALBERT M. COLE, ADMINISTRATOR; JOHN M. 
FRANTZ, AGENCY BUDGET OFFICER, AND FRANK J. MEISTRELL, 
COMMISSIONER 


STATEMENT By CHAIRMAN 


Chairman Haypren. Next is the Housing and Home Finance 
Agency. 

The House denied all of your requests, and I understand you are 
not appealing the increase of $200,000 in the administrative expense 
limitation for the Federal National Mortgage Association. 

You do request restoration in the lesser amount of $140,000 for 
administrative expenses to carry out the housing studies authorized 
by the Housing Act of 1956, as well as the full amount of $800,000 for 
contracts for the same purpose. 

You also request restoration of the full amount of $50 million in 
order to begin operations under the Federal Flood Indemnity Admin- 
istration, authorized last year, for which we provided $500,000 in the 
second supplemental to set up the organization. 


JUSTIFICATION 


We will place in the record the supplemental requests, the state- 
ments in the House report, and your justifications for the items. 
(The material referred to follows:) 


SupPpLEMENTAL Estimate (H. Doc. 115) 
“HOUSING AND HOME FINANCE AGENCY 
“OFFICE OF THE ADMINISTRATOR 


“ADMINISTRATIVE EXPENSES, HOUSING STUDIES 


‘For administrative expenses in carrying out the program authorized by section 602 
of the Housing Act of 1956 (70 Stat. 1113), $170,000, to remain available until June 
30, 1958.” 

The Housing Act of 1956 provided contract authority for a program of studies 
with respect to housing supply and demand, characteristics of the housing market 
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and the mortgage market, and studies in residential design and construction. 
This proposed appropriation is to provide for the administrative expenses of 
carrying out the program for fiscal years 1957 and 1958. 


“HOUSING STUDIES (LIQUIDATION OF CONTRACT AUTHORIZATION) 


“For payment of obligations incurred pursuant to section 602 (b) (1) of the Housing 
Act of 1956 (70 Stat. 1113), $800,000, to remain available until expended.” 

The Housing Act of 1956 provided contract authority of $2,500,000 over a 
3-year period for a program of studies with respect to housing supply and de- 
mand, characteristics of the housing market and the mortgage market, and stud- 
ies in residential design and construction. This proposed appropriation is for 
payment of obligations incurred in the form of contracts with private organiza- 
tions or pursuant to working agreements with other Government agencies for 
performance of such studies. 


RESTORATION REQUESTED 
HOUSING AND HOME FINANCE AGENCY 
OFFICE OF THE ADMINISTRATOR 
HOUSING STUDIES 

(House hearings, pp. 167 ff.) 


(1) Estimate, $170,000; proposed by committee, 0; in act, 0. 
Page 5, after line 14, insert: 


“Housing AND Home FINANCE AGENCY 
“OFFICE OF THE ADMINISTRATOR 
‘ADMINISTRATIVE EXPENSES, HOUSING STUDIES 


‘For administrative expenses in carrying out the program authorized}by section 602 
of the Housing Act of 1956 (70 Stat. 1113), $140,000, to remain available unti! 
June 30, 1958.” 

An increase of $140,000 above the bill as passed by the House and a decrease of 
$30,000 below the budget estimate. 

(2) Estimate, $800,000; proposed by committee, 0; in act, 0. 

Page 5, after line 14, insert: 


“HOUSING STUDIES (LIQUIDATION OF CONTRACT AUTHORIZATION) 


“For payment of obligations incurred pursuant to section 602 (b) (1) of the Housing 
Act of 1956 (70 Stat. 1113), $800,000, to remain available until expended.” 
The estimate, and an increase of $800,000 above the bill as passed by the House. 


HOUSE REPORT 
(Pertinent excerpts, H. Rept. No. 386, p. 12) 


“Office of the Administrator —The committee has denied the budget estimates 
for $170,000 for administrative expenses, and $800,000 for studies of housing 
design and construction, supply and demand, and the mortgage market. Such 
studies may be of value but the committee does not consider them to be essential 
at this time.” 

JUSTIFICATION 


® The Agency has worked intensively for about 4 months to identify and define a 
program for fiscal 1958 which will carry out in the most effective manner the 
objectives of section 602. We have sought and received the advice of a large 
number of experts and interested parties in and out of the Government. These 
have included representatives of various departments and agencies of the executive 
branch, the Congress, and local government agencies, as well as private builders, 
materials manufacturers, and mortgage lenders. 
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The program of housing studies developed for fiscal 1958 is designed primarily 
to provide additional factual information ene needed by the legislative and 
executive branches of government in the formulation of program policies and 
legislation and in the review of existing programs. The program will be directed 
toward providing a better factual basis for dealing with a number of urgent 
problems of policy and administration. It will be designed to provide a wide 
variety of information on the operation of the national housing market, including 
entirely new indicators of the strength and continuity of demand, periodic meas- 
ures of the changes in housing supply resulting from conversions and demolitions, 
and a special study of residential repairs. It will fill major gaps in current 
knowledge of conventional mortgage financing by making data available on 
interest rates, mortgage maturities, downpayments, loan ratios, second mortgages, 
ete. It will also put under way a plan to stimulate the development of local 
housing information of all types, drawing largely upon local initiative and support. 
It will undertake to improve the techniques for measuring the quality of existing 
housing—a matter of direct concern both in the urban renewal program and in the 
assessment of the housing needs of middle- and low-income families. 

The proposed program for fiscal 1958 embraces eight well-defined projects 
summarized in the following paragraphs: 

1. Housing Transactions and Their Financing, a study to supply peri- 
odieally badly needed information on who is buying or renting housing, and 
where and on what terms they are finding financing. The results will yield 
insight into both effective and potential housing demand, current and future, 
not possible with any data now available. 

2. Financing Commitments and Other Advance Indicators of Activity, 
a study to develop advance indicators of what can be expected to take place 
in the mortgage market and the housing market several months in the future 
and thus facilitate the timing of indicated changes in housing policies. 

3. Housing for the Elderly, surveys of experience in housing for the elderly, 
nonprofit organizations for rental housing, builders and lenders in building 
or financing sales houses, and one or more public bodies in providing housing 
for elderly persons. This information is needed to assist the Government in 
administering and evaluating present legislation on housing for the elderly, 
and for the guidance of private groups active in this field. 

4. Prices of New and Existing Housing, a project to develop reliable 
indexes of the prices at which new and existing houses are currently being 
sold on the market—information not available at present—and thus furnish 
important guides to Government officials responsible for general economic 
stabilization as well as those responsible for housing policy. 

5. Development of Local Housing Information, a program designed to 
stimulate and assist communities to collect basic information in the local 
housing market. This local housing information is used by local govern- 
ments, builders, realtors, and lenders as well as by the Federal Government. 
The local data so collected would include such items as residential vacancies, 
sales of new and existing houses, unsold inventory of houses, builder’s plans, 
and similar items. 

6. Conversions, Demolitions, and Disaster Losses, a project to produce 
annual data, now virtually nonexistent, on the additions and losses to the 
housing supply by means other than new construction. Such statisties are 
needed in any comprehensive study of the numerical sufficiency of our 
present housing stock and of the extent to which annual housing requirements 
are being met by net additions to our housing supply. 

7. Characteristics of Residential Alterations and Repair, a study of dollar 
expenditures on various types of repairs, and on the type, age, and state of 
repair and plumbing facilities of the structures involved. Only fragmentary 
information of this type is now available. These data are needed by govern- 
ment for a better understanding of the present and potential rate of home 
improvement in urban renewal and by manufacturers as a measure of potential 
market. 

8. Techniques for measurement of housing quality, a project to develop 
an improved and more sensitive method for measuring the quality of housing 
in terms of its adequacy to provide proper shelter, aimed in part at developing 
a better measure of housing quality for use in the 1960 census of housing. 
Such a technique is also needed in the more intensive local studies of the 
housing inventory by local urban renewal bodies in connection with the 
delineation of rehabilitation, conservation, and redevelopment areas in urban 
renewal projects. 
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On these specific study projects, negotiation of contracts—principally with the 
Bureau of the Census and the Bureau of Labor Statistics—could be begun im- 
mediately. Additional study projects should be undertaken in the operation of 
the mortgage market, and in urban renewal problems. Some physical research is 
also needed, aimed largely at the reduction of housing costs. However, neither 
time nor staff have been available to evaluate and define the specific studies which 
should be undertaken. In order to identify the needed research in these areas, it 
is proposed during fiscal 1958 to carry out the careful developmental work which 
is so essential to a successful and productive program. 

All of the studies will deal with information directly related to important policy 
questions. However, the study of policy alternatives and the preparation of 
recommendations for policy actions are and will continue to be handled by the 
Administrator’s immediate staff. The proposed program of housing studies and 
the staff directly assigned to its administration will be concerned entirely with 
providing the factual basis upon which well-considered policy recommendations 
must rest. 

The budget estimate of $170,000 for administrative expenses to remain avail- 
able until June 30, 1958, was originally based on the assumption that the supple- 
mental appropriation would be passed in time for a substantial beginning to be 
made on the housing studies program during the current year. It is now clear 
that it will be near the end of the fiscal year before the appropriation becomes 
available, and, accordingly, that only a relatively small amount can be used in the 
time remaining. Accordingly, the amount recommended for restoration to the 
bill is only $140,000. Tt shouldbe stressed, however, that the funds for necessary 
staffing are as vital to the program as are those for the contract projects. There 
is no staff now available to plan, undertake, supervise, or evaluate these studies. 
Unless qualified staff can be added for this purpose, little or no benefit will be 
realized from any funds appropriated for studies to be accomplished through 
contracts or working agreements with other agencies. 


HOUSING AND HOME FINANCE AGENCY 
FEDERAL FLoop INDEMNITY ADMINISTRATION 
PAYMENT FOR FLOOD INDEMNITY OPERATIONS 

(Estimate, $50 million; proposed by committee, 0; in act, 0) 
(House hearings, pp. 176-195, 198-207) 
Page 5, after line 14, insert: 

“FepERAL FLoop INDEMNITY ADMINISTRATION 
“PAYMENT FOR FLOOD INDEMNITY OPERATIONS 


“For payment of compensation for services rendered by private organizations and 
persons pursuant to section 13 (a) of the Federal Flood Insurance Act of 1956 (70 
Stat. 1078), for services and facilities of the Federal Reserve banks and public agencies 
as authorized by section 13 (b) of said Act, and for payment into the disaster in- 
surance fund in accordance with the provisions of section 7? (a) of said Act, $50,000,000, 
to remain available until expended.” 
the estimate, and an increase of $50 million above the amount allowed by the 
House committee. 

HOUSE REPORTS 


(Pertinent excerpts, H. Rept. No. 386, p. 13) 


“Federal Flood Indemnity Administration——The committee has denied the $50 
million budget estimate to institute a new and experimental subsidy program of 
Federal flood insurance, but recommends that the agency use the $325,000 it now 
has for further study to develop a more workable plan. The proposal for flood 
indemnity that has been presented to the committee is too indefinite and costly. 

“The present plan contemplates that 40 percent of the cost of the premiums 
and all administrative costs would be borne by the Federal Government. The 
premium cost is almost prohibitive. The Government would underwrite all 
losses, and estimates of those losses are too indefinite. The program certainly 
would be very costly to the Government and the policyholders. 
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“It is clear that the budget estimate for $50 million is merely the initial step 
committing the taxpayers to a new subsidy program and the committee does not 
recommend such a step at this time when every effort is being made to reduce 
Federal spending.” 

JUSTIFICATION 


The Federal Flood Insurance Act of 1956 (70 Stat. 1078) was enacted during 
the 84th Congress and signed by the President on August 7, 1956. An appropria- 
tion is required before the program can be put into operation, due to the statutory 
requirement that all administrative expenses (which include reimbursements to 
private companies engaged in underwriting and claims adjustment) are to be 
paid from appropriated funds. 


General program outline 


Pursuant to the act, the present program plans look toward the issuance of 
flood indemnity contracts covering properties exposed to flood risk upon payment 
of a fee by the person to be enainnlt Protection will be made available through 
the nationwide facilities of the private insurance industry with the cooperation 
of insurance agents and brokers, insurance adjustment organizations, and licensed 
fire and casualty insurance companies. Policies will be issued for a 1-year term, 
will be noncancelable, and will become effective 30 days after application for 
insurance. The amount of insurance which can be held by any person or corpo- 
ration is limited to $250,000 and to $10,000 on a dwelling unit and its contents. 

Fees for insurance.—The fees to be charged for insurance, under the act, may 
be as much as 40 percent below the “estimated rate’? which would be necessary 
to cover all losses over a reasonable period of years. The proposed schedule of 
fees, based upon reasonable estimates of flood losses and incorporating the 40- 
percent reduction, will range from $1 to $2.50 per $100 for major classes of risk 
where there is an 80 percent coinsurance provision. Separate fee classifications 
have been established for each of the major river basins in the United States, as 
well as for the areas on the Atlantic and gulf coasts which are peculiarly exposed 
to hurricane and consequent flood damage. Differentials in fees have been fixed 
applicable to buildings only, to buildings and contents, or simply to contents. 
Differentials will be applied as between frame and nonframe construction, as 
between residential and commercial properties, as between contents (if insured) 
located above and below the grade floor. These scheduled fees are believed to 
be prudent and marketable. 

‘ost of the program.—The flood insurance program, as enacted by the Congress, 
is purely experimental. It looks toward a demonstration whether such insurance 
can be undertaken successfully by, and is a proper and prudent field of endeavor 
for, the private insurance industry. In keeping with its experimental nature, 
the act specifically provides for elements of Federal subsidy: 

1. The differential between ‘estimated rates’? (which would be the rates 
sufficient to cover all losses over a reasonable period of years) and the fees 
actually charged—as much as 40 percent—is to be paid out of the Federal 
Treasury as subsidy contribution. The present proposal is for appropriation 
of these subsidy amounts in advance so that the disaster insurance fund can 
be kept on a current, solvent basis and the program accounts will currently 
and accurately reflect the costs of operation on a basis comparable to private 
insurance transactions; and 

2. All administrative expenses are to be paid by the Federal Government 
out of appropriated funds. The present proposed appropriation is for 
expenses of private insurance organizations and persons—insurance agents, 
brokers, adjustment organizations, and carrier companies—in the adminis- 
tration of the program. Adjustment organizations and carrier company 
services have been made available at cost, without charge for profit or execu- 
tive direction. Direct Federal salaries and other expenses are to be defrayed 
from a separate appropriation account. 

These two types of costs were deliberately written into the act by the Congress; 
provision for their payment must be made before the flood insurance program 
can be started. 

Estimated volume of operation.—The act provides that not more than $3 billion 
in insurance may be outstanding at any one time, subject to an authorization for 
the President to increase this amount to $5 billion. The program to be undertaken 


pursuant to the present request for appropriation contemplates the issuance of 
$3 billion of insurance. 


7 


Estimated flood losses—Based upon such experience data as are available in 
the Federal Government, it is estimated that flood losses to be covered by $3 
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billion of flood insurance of the type here proposed would not exceed $90 million 
per year. The committee will recognize that it is very difficult to arrive at esti- 
mates of average annual flood losses which would be covered by a type of insur- 
ance never before available. The estimate herein is believed to be reasonable, 
taking into consideration the probable demand for insurance, the areas in which 
such policies will be written, and the experience record on flood damage. 


SUMMARY OF ESTIMATES 


Based upon the general program plans outlined above, the estimates submitted 
for consideration at the present time are as follows: 


Administrative expenses under contract_-..._..-.-------------- $14, 000, 000 





These administrative expenses are for payment to private insurance 
organizations and persons for their facilities and services in con- 
nection with the program as follows: 


Commissions paid to insurance agents and brokers_______-_-- 4, 860, 000 
Reimbursement of fiduciary agents out-of-pocket costs _____-- 2, 160, 000 
Claim settlement expenses in connection with estimated average 
ee ae ee ge Se 5, 400, 000 
a a oe ade eae aes 1, 580, 000 
ere co a a SL ee ree 14, 000, 000 


Subsidy contribution equal to 40 percent of the total income to the 
insurance fund which would be produced by application of the 
average ‘“‘estimated rate’ of $3 per $100 to a program volume of 
ae ee ae ie ae eee ee oe 36, 000, 000 


Total budget estimate____________- Se ce eae eed 50, 000, 000 


GENERAL STATEMENT 


Mr. Couiz. Thank you, Mr. Chairman. 

I have a brief statement, if I may read it. 

The Housing and Home Finance Agency submitted estimates for 
consideration in connection with the pending third supplemental 
appropriations bill for the support of three programs. 


FNMA FUNDS NOT REQUESTED 


One of these, Mr. Chairman, we now feel should be withdrawn. 
It seems clear that this bill will become law so late in the fiscal year 
that the funds requested for administrative expenses of the Federal 
National Mortgage Association could not be put to effective use. 

This request was not allowed by the House, and we are not recom- 
mending that your committee restore the item to the bill. 

The other two items are of a different nature. In each case, we 
are seeking funds to carry out new legislation enacted at the last 
session of Congress. So far, the will of the Congress in these matters 
appears to be in doubt. 

Last year, the authorizing legislation was enacted—in each case, 
I think it is fair to say, without any substantial opposition. But 
this year the House, at least, has expressed its unwillingness to make 
funds available to carry this new legislation into effect. 


HOUSING STUDIES 


Turning first to the funds requested for housing studies, the budget 
estimate called for $170,000 to support the staff necessary to plan and 
carry out this program through next fiscal year, and $800,000 for 
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payments pursuant to contracts we would propose to make for carry- 
ing out specific study projects. 

Both items were disallowed in the House bill. The $170,000 
request we are now scaling down to $140,000 in recognition of the 
fact that, at best, this program can only be started some 3 months 
later than we had originally estimated. 

As the committee may know, the housing study provisions of the 
Housing Act of 1956 originated with the legislative committees re- 
sponsible for legislation in the broad field of housing and community 
development. In my judgment, it was and is sound legislation. 

As you are aware, the House within recent days debated and passed 
a comprehensive housing bill. The Senate committee is even now at 
work on a bill which it expects to report shortly. 

I have often thought in recent days how woefully inadequate is the 
information available both to the administration and to these com- 
mittees for making decisions of such importance. 

The House committee in its report expressed the view that such 
studies, while perhaps useful, are not essential. No doubt this is 
true in one sense. Certainly it is possible to get along somehow with 
incomplete and unreliable data, just as we have done in the past and 
are doing now. 

But I suggest to your committee that it would be a wise and pru- 
dent—and, indeed, economical—measure to spend the relatively 
modest sum proposed in this estimate to provide both the executive 
branch and the Congress with better information on which to make 

olicy decisions which affect so many millions of people and so many 
Fillions of dollars. 


NEED FOR SUPPLEMENTAL APPROPRIATION 


Senator SALTONSTALL. Mr. Cole, I remember the way this study 
came into existence, and so on, in a general way. It was more or less 
of a compromise on the whole housing situation that we had last year. 

If you want this $170,000 for administrative expense and $800,000 
for studies in the 1957 budget, why do you not wait and see what 
Congress gives you in the 1958 budget? 

If you have not started your study now, here it is in the middle of 
May and why not wait until the middle of July to start this study and 
get your new bill, rather than ask for all this money in the 1957 bill, 
where you only have 6 weeks more to go? 

Mr. Core. | think the Senator has a very pertinent question. 

We think, by reason of the fact that Congress did direct us to under- 
take these studies, and by reason of the fact that we have undertaken 
all of the study to prepare for it, we are now in a position to commence. 
Of course, it could be deferred. 

We think that it would give us an opportunity to begin what we 
believe to be a very important program. 

Senator SALTONSTALL. The House says “no.” 

That would mean if the Senate said ‘‘yes”, we would have to go 
into an argument and by the time you get your money after the 
argument, there will be perhaps only 3 weeks left, so why not let it go 
jnto the budget for 1958? 

Mr. Cote. I would like to have Mr. Frantz comment on that. 

Mr. Frantz. Let me make just one point clear, Senator Saltonstall. 


92032—57——3 
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FUNDS FOR 1958 PROGRAM 


There is no money or no request in the regular bill for this purpose. 
At the time the regular budget was completed, we had not yet finished 
the planning of this program, so that the decision was made to send 
up in the supplemental enough money for the last quarter of 1957 
and all of 1958, to be presented as a program. 

Senator SatronsTALu. This is all the money, then, through June 
30, 1958? 

Mr. Frantz. Through June 30, 1958; that is correct. 

Senator SaAtronsTaLL. Would it be better now, with the House 
having taken the position that it has, with the feeling of cutting 
down the budget, perhaps to argue that before the Senate Subcom- 
mittee on Independent Offices rather than ask the full committee, 
and to do it in this way? 

It seems to me somewhat of 2 half-baked way. 

Mr. Frantz. We did not raise that question at our hearings. 

Senator Sarronstauu. The hearings are not complete. 

Mr. Frantz. Yes, sir; that could be done and, as you say, from a 
practical standpoint, there would be no great loss as far as the balance 
of the current year is concerned becausz it is so late in the yexr at this 
time. 

Senator SALTONSTALL. It is a cleaner way to do it. 

Mr. Cote. Senator Saltonstall, have you completed that question? 

Senator SatTronsTauu. I have, Mr. Cole, except for this: 

It seems to me, where we are going to have so much difficulty in 
these conferences, and since Senator Magnuson still has this hearing 
open, that you would do much better to request Senator Magnuson 
formally to hear you on this subject and put it in the 1958 request, 
and then we can argue it out. 

Senator Youna. I would certainly agree with Senator Saltonstall, 
too. You would perhaps need a new budget estimate, would you not? 

Mr. Franrz. No, sir. 

Senator Younac. You can use the same budget estimate? 

Mr. Franrz. I think we can, because we had originally made a 
breakdown between the amount we estimated would be spent in 1957 
and what would be spent in 1958. 

Mr. Coxe. If the committee would deem that more appropriate, 
we have no objection to proceeding as you suggest. I misunderstood 
the Senator’s question about the timing of it. 

Senator YounGc. The House and Senate still have not agreed on the 
first deficiency bill, which we have had in conference well over 2 
months. 

Senator SatronstaLL. Mr. Chairman, as this is not a budget 
request in 1958, the committee would have to ask you gentlemen to 
put it before us, and as one member of that subcommittee, I would 
recommend that you formally ask the subcommittee chairman, Senator 
Magnuson. 

I will take the responsibility of asking you to ask Senator Magnuso 
to do it. That seems to me to be a much cleaner way to do it. 

Mr. Coreg. Thank you, sir. 
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FLOOD INDEMNITY PROGRAM 


Mr. Chairman, the second item which I mentioned a moment ago is 
our request for an appropriation of $50 million to begin operation of a 
flood-indemnity program under the Flood Insurance Act of 1956. 

I am not going to take the time at this point to speak of any program 
matters. Commissioner Meistrell is here and is prepared to explain 
the proposed program in such detail as you may desire. Before he 
does so, there are two thoughts I would like to leave with the com- 
mittee. 

EXPERIMENTAL NATURE OF PROGRAM 


The first is that this is, by the express mandate of the Congress, an 
experimental program. No one questions the urgency or the magni- 
tude of the need, but many seem to have reservations about the work- 
ability of the plan, 

But, in the absence of experience, Mr. Chairman, the only possible 
way to experiment with a program is to put it into actual operations. 

In my judgment, no amount of planning will give a result free from 
doubt. No matter how long and hard we may study and plan, you 
are still going to have an experimental program and the final test will 
still be actual experience. 

Of course, I cannot and do not assure you that this proposed program 
will work. At this stage, that can only be a matter of judgment. 

In the judgment of those who have worked long and hard to pre- 
pare these plans, the program is workable, and I might parenthetically 
underscore that. 

In the judgment of the private insurance industry which has col- 
laborated fully in their development, the program is workable. 

To my mind, we have before us the best judgment on that ques- 
tion available; in my opinion, that justifies giving the program a full 
and fair test in actual operation, and I believe that course is exactly 
in accord with the intent of the statute the Congress adoped last 
August. 

I believe also that it is what is expected by the many, many people 
who have been hoping to secure some protection against flood damage. 


EXTENT OF POTENTIAL LOSSES 


The second point I would like to make is this: 

I assure the committee that, as administrator, I would not lightly 
put before the Congress a program which exposed the taxpayers to 
immense and incalculable losses. I do not believe this program would 
do that, or I would not have permitted this appropriation request to 
come forward. 

Many specific safeguards are included in the basic statute and others 
have been worked into the plan of operations. Commissioner Meis- 
trell will describe them for you specifically; I merely want to say at 
this point that in my judgment they are sufficient to assure that losses 
can and will be held within reasonable bounds and that they could 
not and would not even begin to approach the total coverage author- 
ized in the act. 

In summary, Mr. Chairman, I respectfully urge that it would be a 
mistake for the Congress to render these two pieces of legislation futile 
by failing to appropriate funds to carry them out. 
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I strongly hope that your committee will restore these items to the 
bill and that you may succeed in persuading the House in conference 
that provision should be made for them. 

Thank you, sir. 

I have with me Mr. Meistrell, the Commissioner, who has given a 
great deal of study to this and I would like, if he will, for him to make 
a comment on it. 

Chairman Haypen. We will be pleased to hear from him. 


GENERAL STATEMENT 


Mr. Meistrety. Mr. Chairman, with your permission, | would like 
to read a statement which ! have prepared. 

I appreciate the opportunity of appearing before this committee to 
testify on the request of the Federal Flood Indemnity Administration 
for an appropriation of $50 million. This sum is needed to make 
effective the Federal Flood Insurance Act adopted by the 84th Con- 
gress and signed by President Eisenhower on August 7, 1956. 

This law authorizes a new form of insurance protection for the 
people of this country against the ruinous financial and economic 
losses caused by floods. The members of this committee will recall 
the circumstances under which this law was enacted. 

Following the disastrous floods in the early fall of 1955, hearings 
were held by the Banking and Currency Committee of the Senate 
over a period of several months. A large number of witnesses testi- 
fied concerning the need for some means of self-protection for persons 
exposed to such natural disasters. 

This self-protection has been developed by the Federal Flood 
Indemnity Administration staff and we have had the benefit of the 
advice and assistance of the very best technical and expert hydrologic 
and insurance talent available in the Government and the private 
insurance industry. Those who participated in this task are of 
the opinion that it is a workable program, urgently needed, and will 
make the benefits of self-protection available at reasonable rates to 
homeowners and small-business men whom the law was intended to 
help. 

We are now at the point where we can put the program to the test 
of practical operation in the field. To do this, we need the supple- 
mental a before this committee. 

The $50 million requested is made up of two major items: 


OPERATION OF INSURANCE PROGRAM 


Approximately $14 million for operating the insurance program, 
out amount is to reimburse agents and brokers for producing the 
business, fire and casualty insurance companies for issuing and 
servicing policies, underwriting, accounting, and statistical work, and 
to pay adjusters for adjusting losses arising under insurance contracts. 

2. $36 million for the Federal portion of the subsidized premium 
on $3 billion of insurance authorized under the act, to be paid into 
a loss reserve fund—disaster insurance fund—which may or may not 
be drawn upon to pay losses. 

In addition to this contribution to the loss reserve, it is anticipated 
that $54 million, representing premium income from policyholders will 
also be paid into the loss reserve fund. Conceivably, the need may 
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not arise from drawing upon the disaster insurance fund beyond the 
premium income from policyholders alone. 


PREPARED STATEMENT 


(The remainder of the statement follows:) 


The services of experienced and trained personnel of the insurance industry 
and the use of its facilities have been made available to the Federal Flood Indem- 
nity Administration on a cost basis, i. e., with no allowance for profit, adminis- 
trative overhead, or expenses normally incident to the operation of its businesses. 

The availability of these services and facilities eliminates the need for the 
Flood Indemnity Administration to organize a large staff for selling and servicing 
contracts, making it unnecessary to recruit and train personnel, and to maintain 
numerous claim adjusters who would not always be fully engaged since their 
services would only be needed if, as, and when losses occurred. 

The insurance program developed encompasses the insurance application, the 
contract, rates, underwriting rules and regulations, loss adjustment procedures, 
accounting and statistical rules, and other miscellaneous forms essential to its 
operation. All of these documents including a fiduciary agreement setting forth 
the terms and conditions of the relationship between the Government and the insur- 
ance carriers are now complete and ready to be used. 

As the committee knows, this program is experimental. The statute contem- 
plates a 5-year period in anticipation that the program can be ultimately absorbed 
into the private insurance market. Further, the statute requires an annual 
report to be made to the Congress concerning the operation of the program to- 
gether with such recommendations, if any, for legislative changes as may be 
deemed desirable to improve its operation as well as a report for the calendar year 
erd ng December 1, 1961, concerning the advisability of withdrawing in whole or 
in part Federal financial support. 

In view of this mandate, the Congress will be fully informed and in a position to 
appraise its effectiveness. It should be mentioned, however, that continuous 
studies are required and the rates, underwriting and loss experience will be evalu- 
ated and modified as credible data and statistics become available. 

As this committee is aware, the act provides that rates should reflect the risks 
involved and that they be estimated to produce sufficient premium income to 
meet anticipated losses over a reasonable period of years. To these rates, a factor 
should be applied in an amount up to 40 percent as the Federal contribution to the 
loss reserve (disaster insurance fund). Further, that commencing June 1959 
States desiring to make this insurance available to people within their boundaries 
contribute equally with the Government on this portion of the premium. 

For the major classes of risks, net rates (after the application of the Federal 
contribution) will range from $1 to $2.50 per $100 where adequate insurance to 
value is carried; in other words—an 80 percent coinsurance requirement. 

Within this range, the rates will be different in various parts of the country 
depending upon considerations of flood frequencies and flood damage. 

From available data, a separate set of rates has been established for each major 
river basin in the United States and the more highly exposed areas along the 
Atlantic and Gulf coasts. 

In addition, differentials have been fixed applicable to buildings only, buildings 
and contents, or simply contents. These differentials will be applied between 
frame and nonframe construction, and between residential and commercial 
properties, and between contents insured above and below grade floor. 

A classification consisting of piers, wharves, and property over water will 
necessarily carry a higher rate. 

In our judgment, the rates developed give credibility to varying degrees of 
exposure and are marketable, as required by the provisions of the act. urther- 
more, these rates and the underwriting rules pertaining thereto, including the 
contract of insurance, have been carefully reviewed by the insurance industry, 
by the advisory committees, which are representative of not only the carriers 
and the agents and brokers but also labor, agriculture, small business and State 
government, and have their concurrence as to reasonableness and marketability. 
In the judgment of the Federal Flood Indemnity Administration, the rates are 
calculated to produce sufficient premium income to meet the requirements set 
forth in the budget justification. 

On the basis of the report of the House Appropriations Committee and the 
debates in the House, their action in denying this appropriation request appears 
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to be primarily motivated by a belief that a program would be initiated which 
would expose the Government to large and incalculable losses. In our opinion 
this is an unwarranted assumption. 

We have in developing the program built in safeguards, in addition to those 
provided in the statute, that will tend to cireumscribe and limit the possibility 
of undue exposure. These safeguards should maintain a proper ratio between 
premium income and loss reserves. They are as follows: 

(1) The amount of insurance which can be sold to any person or corporation is 
limited to $250,000 and to $10,000 on a dwelling and its contents. 

(2) The contract itself will be for 1 year, noncancelable with the premium pay- 
able in advance. There will be a 30-day waiting period before the effective date— 
purposely adopted to avoid insuring risks when the storm warnings go up, and 
canceling policies when the storms have passed over. 

(3) In addition to a number of exclusions, the contracts will contain a $500 
deductible plus 5 percent of the remainder of the loss. 

(4) Most losses arising under the contracts will in all probability be partial 
losses, and the amounts payable will fall below the face amount of the policies. 
Consequently, the total amount of $3 billion authorized by the statute, repre- 
senting the maximum face amount of the contracts issued, is not and reasonably 
should not be assumed to be the measure of the Government’s exposure. 

(5) By selling the contracts nationwide, we believe sufficient spread will be 
obtained to minimize losses. The rating treatment is based on major river basins, 
and experience shows that all river basins do not suffer damaging floods in any 
one year. 

As indicated previously, losses may be lower than the amount paid by the 
policyholders alone and, conversely, may exceed that amount. In our opinion, 
over a period of years, with progressive rate adjustments, the premium income 
from policyholders should be equal to or above what we can reasonably expect to 
pay out in claims settlement. 

(6) The underwriting and distribution of the contracts will be controlled so 
that there will be no undue concentration in any one area. Rates will be adjusted 
rapidly to changing conditions, especially in areas of high exposure. 

By controlling rates, underwriting, and distribution, we expect to modify the 
subsidy downward with the hope that it would ultimately reach zero. If this 
program is to be absorbed into the private insurance market, as intended by the 
Congress, the rate must be adequate, without any contribution from the States 
or Federal Government. 

Private insurance companies acting individually have been reluctant to under- 
take flood insurance because their capital and marketing territories prevent a 
proper spread of risks and might expose their resources to unduly heavy loss 
demands before adequate premium income could be generated for loss reserves. 
Therefore, properly to evaluate the feasibility of this program, it is essential that 
policies be sold to establish the product, the price, and marketability. Through 
the nationwide underwriting experience which it is hoped can thus be developed 
by the Government, sufficiently reliable data may be obtained to establish feasibil- 
ity for private insurance industry operation. 

As you know, two other programs were included in the act: One dealing with 
reinsurance and the other loan contracts. 

As a further precaution against exposing the Government to undue financial risk 
the Federal Flood Indemnity Administration has concluded that it would not now 
undertake the reinsuring of flood risks underwritten by private carriers until such 
time as experience in the direct insurance program had been sufficiently developed. 

This administration has also recommended the repeal of the loan contract pro- 
visions of the statute, and this amendment is now pending before the Congress. 

When serious floods affect areas of the country, declared disaster areas, the 
Federal Government, the States, and local municipalities provide relief and re- 
habilitation, often making large direct cash outlays. To the extent that public 
participation in this insurance program generates premium income to meet these 
losses, all forms of public assistance will be reduced. 

In our opinion, there is a public demand for self-protection through flood insur- 
ance, and a growing anxiety as to when it will be available. The Flood Insurance 
Act was passed in the last session of the Congress on a bipartisan basis in an effort 
to make available insurance protection which cannot be purchased in the private 
domestic market. 

The indemnity program which we have developed, we believe, is sound and 
workable, will afford a measure of self-protection to the American people, will 
satisfy an urgent need, will tend to reduce the amount of direct Federal aid for 
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relief and rehabilitation, and we therefore urge this committee to act favorably on 
this supplemental appropriation. 


ACTION ON HOUSE FLOOR 


Chairman Haypren. May I interrupt? 

Mr. MEIsTRELL. Yes, sir. 

Chairman Haypen. As I understand the situation in the House, a 
motion was made to put in the $14 million. 

Mr. Metstrevu. That is correct. 

Chairman Haypren. However, it lost out on the floor of the House. 

Mr. Metstre.u. It was defeated on the floor of the House; yes, sir. 

Chairman Haypen. That being the case, with a smaller amount 
being defeated, it is going to make it much more difficult for us to 
consider the entire $50 million. You can understand that, 

Mr. Metstre.u. Yes. 

Chairman Haypen. I was wondering, under the circumstances, 
whether you could summarize the remainder of your statement, 
because we will present it all in the record in full. 

Mr. Metstreuu. Yes, sir. 

Senator SatronstaLL. Mr. Chairman, I ask unanimous consent 
that Mr. Meistrell’s statement be put in the record as one unit. 

Chairman Haypen. Certainly. 


CONTRACTUAL RELATIONSHIP WITH INSURANCE INDUSTRY 


Mr. Merstreti. Mr. Chairman, the program encompasses a num- 
ber of contractual relationships with the insurance mdustry—the 
development of rates, underwriting rules and regulations, accounting 
and statistical rules, the application form, proof of loss, the notice of 
loss—and all of these have been prepared, as I indicated a moment ago. 

The $14 million which we have included as an item of expense is to 
reimburse the agents and brokers in the private insurance industry, 
some 2,000 to 4,000 fire and casualty companies, and for paying the 
adjusters to the extent that they have to be used. We are doing that 
after prolonged negotiations with the industry on a cost basis to them. 

Senator SALTONSTALL. You are planning to do it? 

Mr. Metstretu. We are planning to do that; yes, sir. Incidentally, 
Senator Saltonstall, we have the agreement completed, and we were 
proposing to mail it last week when we withheld it. 


FEDERAL SUBSIDY 


Senator SALTONSTALL. Boiled down, is not the story this: That the 
average man for insurance is willing to pay $1.80 per hundred. This 
estimated rate for this insurance would cost $3 per hundred, so that, to 
get it started and see if it will go, the Federal Government would have 
to contribute a subsidy and would also contribute the $14 million of 
operating expenses? 

Mr. Metstreu. That is correct. 


STATE PARTICIPATION 


Senator SALTONSTALL. What is the State government’s share of 
the subsidy? 
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The Federal Government’s share is $36 million. What is the 
States’? 

Mr. MEtstTrRELL. Assuming the $36 million was still the figure in 
1959, the States would contribute equally with the Federal Govern- 
ment; in other words, $18 million. 

Senator SatronsTa.u. Have the States agreed to put the money up? 

Mr. Mertstretit. No; they have not, Senator Saltonstall. There 
has been considerable interest on the part of the States. I think 1 or 2 
of them have affirmatively taken legislative action indicating their 
desire to participate. We have met with representatives of State 
governments on several occasions, and there is considerable favorable 
interest toward the program, but there is a time factor. That became 
effective last summer, and legislatures are now in session. 

Senator Savronstaty. From the point of view of the Federal 
Government, unless the States are willing to put up their subsidies, 
this Federal subsidy would never be used. Am I correct in that? 

Mr. Metsrre.u. It would be used up until 1959. 

Senator SarronstaLL. However, not unless the States come in, too? 

Mr. Mersrretyi. After that date. 

Mr. Frantz. State participation is only required after 1959, under 
the law. 

Senator Satronstatu. I understand it now. If we putin this whole 
$50 million, then, up to 1959, the law would become operative. In 
the fiscal year 1958, the law would be operative? 

Mr. Frantz. That is correct. 

Mr. Metsrrewy. That is correct. 

Senator SatronstaLu. The issue before this committee is whether to 
put in this $36 million and have the law become operative now, or 
hold off having the law become operative because there is no Federal 
subsidy; is that correct? 

Mr. Metstrre.ti. Your latter statement is not quite accurate. If 
the program were to be put into effect immediately, State contribu- 
tions do not become operative until June of 1959. The purpose in 
the statute was to give the States adequate time to take appropriate 
action through their legislatures, so that the Federal Government 
would be contributing the full amount of the subsidy up through 
June of 1959. Thereafter, the States would divide equally with the 
Federal Government whatever amount the subsidy may be. 

Senator Satronstatu. Or else the law would lapse? 

Mr. Metstrreti. Or else the States would not be competent to 
participate—that is, those who did not. 

Senator Satronstaty. And with respect to the States that did not 
participate, the law would lapse in those States? 

Mr. Metsrre.u. As to those States; yes, sir. 

Senator SALTONSTALL. What would be our purpose for putting up 
the $14 million for operating expenses if we did not put up the 
subsidy, too? 





AUTHORITY TO BORROW FOR SUBSIDY 


Mr. Metstreutu. You could begin with only the $14 million for 
operating expenses because, under the statute, there is provision that 
the Federal Flood Indemnity Administration may borrow from the 
Treasury the amount of the subsidy that would be needed to be put 
into a loss reserve fund, and in the event the losses exceeded our 
premium income, we could call upon the Treasury for that amount. 
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Senator SaLtronstaLL. Mr. Cole or any other administrator, if 
Congress specifically did not appropriate the amount of the subsidy, 
would never take that responsibility. 

Mr. Coxe. Yes, we would under the statute. 

Mr. MetstrRELL. We would, Senator, because, under the statute, 
there is affirmative language that we can borrow this amount from 
the Treasury. 

We came before the Appropriations Committee because we thought 
it was good fiscal policy to ask for the money rather than borrow it 
from the Treasury. 

I do not believe we had any legal responsibility to come before 
the Appropriations Committee and ask for the money, because, under 
the statute, we could have obtained it, but we did it because we 
thought it would be good fiscal policy, as we would make a full 
disclosure to the Congress as to what we proposed to use in the way 
of money, and to keep our budget on a current basis. 

Chairman Hayprn. You very properly came before the Appro- 
priations Committee, because ultimately an appropriation would have 
to be made. 

Mr. MetsTre.y. That is correct. We thought we would do it now 
rather than at some later time when we had to repay the Treasury. 

Senator SarronsTaLL. May I ask the flat question—and this may 
mean a good deal to is in New England—if this committee put in the 
$14 million and attempted to hold it before the House, is it my under- 
standing from the responsible Administrator, Mr. Cole, that you would 
go ahead and borrow this money, even though, having asked Congress 
for the meney and Congress not having given you the money you would 
still go ahead under the authority you have under the act and borrow 
it? 

Mr. Coun. If the money is needed, and only if the money is needed, 
the Administrator would ask that we borrow from the Treasury, yes. 

We think we have ample authority to do so. 


REASONS FOR HOUSE ACTION ON FLOOD PROGRAM 


Senator Youna. Did the House give any specific reason for denying 
the money? 

Mr. Cote. Yes. 

Mr. Meistrell might comment on it. 

Mr. Metstrrewu. I think their principal objections could be summed 
up in the statements that the program would be too costly and that 
it would expose the Government to incalculable and very substantial 
losses. 

USE OF BORROWING AUTHORITY 


Senator DworsHak. You say that you will proceed to borrow the 
money. What will happen subsequently when you have to repay 
that loan? 

Mr. Metsrretyt. We would then have to come before the Appro- 
priations Committee, whether you do it before or after. 

Mr. Cote. We felt that it was better fiscal policy to ask the 
Congress to do it, although we do have specific authority to do it the 
other way. 

Senator DworsHak. What is your authority if you do not have 
money to back up the program? 
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Mr. Cote. If the Congress gave us the $14 million to put this in 
operation, then we would be able to test the program, and with a 
year’s test, or 2 years, or whatever, we could then come back and 
say to Congress, ‘‘It does this sort of thing.” 

Senator DworsHak. If it does not work, where do you get the 
money? 

Mr. Cote. If it does not work, we expect to come before you and 
say that it does not work and ask you to repeal it. 

‘Mr. Metsrretu. It is conceivable, Senator, that we will not need 
to borrow that money or need to pay it back. 

Senator Dworsnak. If you do not have any floods, everything will 
be all right. 

Mr. Metstre.u. I do not mean it quite that way. 

Mr. Coxe. If he has sufficient premium income to pay the loss. 


TOTAL INCOME FROM PREMIUMS 


Mr. Meritstrevu. We expect to collect some $54 million in premiums. 

Senator Dworsnak. If you have floods comparable to those you 
had in New England a couple of years ago, then you would be in 
trouble. 

Mr. Metsrre... Initially, we would. 

Senator DworsuHak. I mean financial troubles. 

Mr. Metstrevu. That is correct. 

Senator Dworsuak. I admire your forthrightness in coming in here 
and presenting the problem now, rather than later, and certainly I 
should think that you would be very reluctant to resort to your 
authority to secure funds by borrowing money, because you may 
encounter difficulty later and it is better to have a frank understand- 
ing now. 

Mr. Metstrevu. That is correct. That is the reason why we are 
doing this. 

BOLAND AMENDMENT 


Mr. Frantz. The Boland amendment in the House, which would 
have restored the $14 million, was explained as contemplating that 
we would go ahead with the program, relying upon the authority to 
borrow for the subsidy. 

Senator Younae. Of course, that was defeated. 

Mr. Frantz. Yes. 

Senator Younc. This is a program for which I have a great deal of 
sympathy, particularly after observing the floods out in Kansas and 
Missouri some 3 or 4 yearsago. I did not see the New England floods, 
but I understand they were fully as bad. 

Considering the position the House has taken, it seems to me you 
would be better off to take time now to straighten out this situation 
and not fly in the face of House action. Otherwise, you may delay 
putting it into operation another 6 months or a year. 

Chairman Haypen. Are there any further questions? 

Senator SatronsraLuL. Mr. Chairman, if they are not already in, 
I would ask unanimous consent that the program estimates be put in 
at the conclusion of Mr. Meistrell’s statement, so that the committee 
will have them before them. 
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FUNDS REQUIRED FOR FURTHER PLANNING 


Chairman Haypen. They are in the record. 

Now, if our committee should agree with the House and disallow 
the $50 million requested for the Federal flood indemnity program, 
what would be necessary in order to allow your agency to make such 
further studies as the House indicated should be made? 

Mr. Metstretu. Mr. Chairman, as part of the report of the Sub- 
committee on Appropriations in the House, they recommended that 
$325,000—which at that time was what we had remaining in our 
original appropriation—be used to continue studying the program. 

I think, as of next June 30, all that money will lapse unless appro- 
priate action is taken to continue it thereafter. 

However, as of that day, we will have some $160,000 unless we 
commence immediately to reduce our staff and to make certain 
adjustments. If we do that, we will probably have some $200,000 
left at June 30. 

In other words, by taking some rather drastic action immediately, 
we might pick up some $40,000 between now and the end of the fis- 
cal year—that is, in June—so that in order to preserve the $325,000 
figure that was referred to in the committee report, and subsequently 
in the debate, we are asking that you take that into consideration in 
your deliberations on our total appropriation situation. 





MINIMUM AMOUNT NEEDED 


Chairman Haypen. What is the minimum amount that this 
committee could appropriate that would so some effective work? 

Mr. Metstretui. | would assume $325,000, which is the amount 
that the committee had in mind at the time they were considering 
it. Lam referring to the House committee. 

Mr. Frantz. May I say, in that connection, Mr. Chairman, that 
we discussed this with the Bureau of the Budget, and the Bureau of the 
Budget endorses the view that if the committee should not put in 
money for operations, but wants to go along with a program of further 
studies, there should be $325 thousand made available for that purpose. 

Senator SarronstaLu. Mr. Chairman, Mr. Cooper calls to my 
attention the fact that the Subcommittee on Independent Offices, 
under Senator Magnuson, is going to meet Thursday and Friday of 
this week, and as a member of the subcommittee, if it is the right way 
to do it, I would ask that you call this to Senator Magnuson’s atten- 
tion and be prepared to testify and if it is necessary for the committee 
members to be used, then I would formally request that you ask that. 

Mr. Cote. Senator, I understand this is the research program to 
which you are referring? 

Senator SarronstaLu. I refer to both programs because there is 
nothing in the budget for 1958 on this insurance program, is there? 

Mr. Cote. No, it could have been in a supplemental, 

Senator SatronstaLL. Then I refer to both those programs. 


_ Chairman Haypen. It will be proper to take the full matter up with 
Senator Magnuson. 


We thank you. 
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STATEMENT OF SENATOR SCOTT 


I would like to place in the record a statement of Senator Scott and 
some correspondence which the committee has received regarding 
this matter. 


(The statement referred to follows:) 


STATEMENT oF SENATOR W. Kerr Scorr in Support oF APPROPRIATION FOR 
FLoop-INSURANCE PROGRAM 


Mr. Chairman and members of the subcommittee, I want to thank you for giving 
me the time to appear before you today. 

It may seem strange to speak to you about spending money in the name of 
economy, but that is exactly what I'd like to talk about for a minute or two. 
Last week the House of Representatives declined to appropriate funds to activate 
the Federal flood-insurance program that has been under consideration by Con- 
gress for about 2 years. 

I think everyone will agree the action taken last week was in large part in the 
interest of what we call economy and in an effort to reduce Government spending. 

Let me say emphatically that Congress has a duty and obligation to wisely 
reduce spending in any and every way it can. 

Killing the flood-insurance program, even before it has an opportunity to 
operate, is not economy. 

Since 1954, we have had quite a number of serious natural disasters in many 
arts of the Nation. We have had hurricanes and floods that have cost many 
illions of dollars. 

The Civil Defense Administration has spent about $46 million in disaster relief 
in such catastrophes as hurricanes and floods under Public Law 875 since that law 
has been in effect. 

The Civil Defense Administration has an annual appropriation of $10 million 
for just this purpose. 

That is money about which Congress has little choice about being spent when 
the need arises. That is money to help people find shelter, water, and food when 
the torments of nature sweep away all worldly belongings. 

The Federal flood insurance program was caregully conceived and planned as a 
cheaper way, and more realistic and businesslike way, to help solve some of the 
problems resulting from disasters. 

In no way will this program—or any other program—prevent floods and hurri- 
canes and other natural disasters, but it should very definitely offer ways and 
means to rehabilitate and rebuild areas devastated by disasters. 

It is simply an insurance program. Certainly, it will cost money to get it 
started, but if the program is properly managed, it could be a self-supporting 
program in the future. 

I think Congress has a duty to at least give the program a chance to get started. 
In fact, we have a moral obligation to get it off the ground since Congress directed 
it to be set up last year. We have built the car, but have put no gas in the tank. 

We should remember that the Federal Government ultimately has to bear part 
of the cost of natural disasters, regardless of whether we have an insurance program 
or not. 

Let me give you an example. 

Within the past 2 weeks, Civil Defense gave final approval to expenditures for 
the repair of streets, water and sewage systems in North Carolina in a town that 
was practically wiped off the map by a hurricane in 1954. In all, about $200,000 
was involved. The cost of repairing these damages came out of direct grants, 
and they were certainly worthy projects. 

Had the Federal flood insurance program been in operation, I am sure the cost 
to the Federal Government would have been greatly reduced if not eliminated. 

In all, it is a very simple proposition. Instead having to repeatedly dig into 
our pockets to find money to help in such disasters, let’s take advantage of the 
benefits of an insurance program. 

In the long run, it will be cheaper and more economical. 

With these thoughts in mind, I sincerely ask the subcommittee to appropriate 
the necessary funds to put the flood insurance program into operation. 











THIRD SUPPLEMENTAL APPROPRIATION BILL, 1957 43 


Sourn Eastern Norru Carouina Beacnu Assocration, INC., 
Wilmington, N. C., April 17, 1957. 
Senator Cart HaypEN, 
Senale Appropriations Committee, : 
Senate Office Building, Washington, D. C. 

Dear SENATOR HaypeEn: This letter is being written in order that you may 
know something of the extremely urgent need in this area (and all other areas in 
the United States which are subject to hurricanes and tioods) for the quickest 
possible implementation of the Federal Flood Indemnity Act of 1956. 

Since the devastation wrought by hurricanes in this coastal area in 1954 and 
1955 no financed construction has been possible. Even those individuals who 
are able to build on a cash basis are reluctant to invest without the protection of 
insurance. This, of course, makes itself painfully felt in many ways, producing 
a most adverse effect on the entire economy of the coastal region. 

A salient fact which may not have occurred to vou is that, by funding this 
program, you will without question be saving the Federal Government a much 
greater amount. To begin with, the cash grants from Civil Defense Administra- 
tion to cover damage to public property following such a disaster would be 
greatly reduced. Then, the large number of Small Business Administration 
loans at low interest would be practically eliminated. And, most important of 
all, the loss of revenue in income taxes due to storm losses not covered by insur- 
ance would be eliminated. It is my sincere belief that, by getting the Federal 
Flood Indemnity Act into operation, you could render our country a very real 
service, and surprise yourself later by finding that in doing so you have actually 
helped to produce a program which results in important financial gain for the 
United States Treasury. 

Your efforts toward getting this essential program funded quickly will be 
greatly appreciated. 

Very truly yours, 
AuicE McD. SrrickLanpD. 


Warp Reaury Co., 


Wilmington, N. C., April 11, 1957. 
Senator Wiuuiam F. KNowWLAND, 


Appropriations Committee, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR KNOWLAND: May I respectfully call your attention to a matter 
that is quite important to us people in coastal areas, namely, the provision of 
funds necessary for the operation of the Federal Flood Indemnity Act which was 
passed by the 84th Congress last August. 

The entire coastal area has already lost the 1957 building season, and, if there 
isn’t some effort made, we may find ourselves facing another storm season without 
the protection being made available to us. 

Thanking you in advance for your consideration in this matter, I am, 

Cordially yours, 
A. H. Warp, Mayor, Surf City, N. C. 





Wiimineaton, N. C., April 17, 1957. 
Senator ALLEN J. ELLENDER, 


Senate Appropriations Committee, 
Senate Office Building, Washington, D. C. 


Dear SENATOR ELLENDER: The purpose of this letter is to urge you to use 
your influence to help secure the funding of the Federal Flood Indemnity Act 
of 1956. 

Every phase of the economy of this entire coastal area is being hurt because 
of the lack of this insurance—the local governments are not regaining the taxable 
properties lost in hurricanes, the financing agencies, the building materials people, 
the building trades, and the sale of property on the coast is practically at a stand- 
still. This is true in all areas of the Urited States which are exposed to hurricanes 
and floods. 

This program is in no sense in competition with existing insurance, but is 
designed and intended to make protection available to American citizens and 
taxpayers which they do not now have. 
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Your active support toward providing the funds necessary for the operation 
of this important program will be greatly appreciated. 
Very truly yours, 
Ben J. PARMELE. 





DELAWARE VALLEY PROTECTIVE ASSOCIATION, 


Doylestown, Pa., April 23, 1957. 
Congressman Wititarp 8. CurRTIN, 
House Office Building, Washington, D. C. 


Dear CONGRESSMAN CurRtTIN: The Delaware Valley Protective Association 
urges favorable consideration by the House Appropriations Committee of the 
necessary funds to establish the Federal home flood insurance program. 

The DVPA, established in 1933, has the support of 2,000 members. 

Will you please bring this letter to the attention of the chairman of the sub- 
committee now considering the matter? 

The program in question enables flood-stricken areas to help themselves by 
investing their own money in protection. It assists flood prevention programs 
by making it necessary, eventually, to qualify under effective flood control zoning 
laws in order to participate. It helps lessen the pyramiding costs of frequent 
emergency aid. 

People in this area are in accord with efforts of the Congress to trim the fat 
from the budget. They cannot reconcile huge expenditures for aid throughout 
the world with possible elimination of this program which enables stricken areas 
in our own country to help themselves. 

Sincerely yours, 


Haut H. Cuark, President. 





STATEMENT OF GEorRGE D. Ritey, AFL-CIO LeGIsLAaTIvE REPRESENTATIVE, ON 
H. R. 7221, Turrp SupPLEMENTAL APPROPRIATIONS BILL FoR 1957, BEFORE 
THE SENATE APPROPRIATIONS COMMITTEE, ON FLoop DisastTER INSURANCE 


More than 100 congressional districts are subject to flood damage, if not every 
year, at least recurrently. 

The AFL-CIO has members in practically every congressional district. Our 
stake in flood insurance and water damage generally therefore is quite clear. 

Last year, the Congress passed an act which, in effect, provided for flood-disaster 
insurance at what now would appear to be reasonable rates for all concerned. 
The Senate approved that bill by a vote of 61 to 7 on arolleall. By a vote of 39 
to 31, the Senate decided to provide that the States, after June 30, 1939, would be 
required to pay a part of the costs. 

Now the House by a vote of 97 to 127 has failed to provide the funds with 

which to launch this insurance program. Until a rollcall was held in the House, 
the experience with the water-pollution legislation and protection of consumer 
health through Food and Drug Administration was similar. There was no rollcall 
on this storm damage bill in the House. Had there been, I am confident that the 
potential sufferers from water disaster would have won. 
» However, the House vote on May 7, 1957, was sufficiently close that it seems the 
Senate is entitled to base its sound judgment on this basic legislation for which it 
voted in 1956 by 61 to 7 and now to insert the needed funds to indemnify flood 
regugees and others from losses otherwise not insured. 

This is the reason for the present statement of position. We supported flood 
insurance last year and continue to support it. 

Natural disasters at best can only be combated in a feeble manner. Dollars 
are inadequate substitute solace, but they can help to make victims partially 
whole again. 

In case it has escaped the attention of some of the Senators, I believe the report 
by Dr. Dwight Wooster, president emeritus, Fort Hays State College, Hays, 
San. will be of interest. That report covers the period from 1868 to 1955 and 
records the cycles of drought and flood. Kansas has its share of both. 

According to the Wooster report, the 5-year drought cycles is in its fourth 
year, which suggests that perhaps Kansas is on the verge of its flood cycle. The 
last such flood cycle was over a span of 6 years, 1946-1951, inclusive, which means 
1957 is the year for floods once more. 

If Kansas has such cycles, we will say 47 other States likewise have cycles. 
Certainly Massachusetts, Connecticut, Kentucky, Florida, Pennsylvania, and 
many other States can attest their experiences. 
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To close the book on flood insurance which was passed conclusively by both 
Houses seems to be leaving a lot of the population with an empty sack and the 
prospect of continuing unjustified risk. Any luck which a State or community 
may be said to bave had in this regard appears to be stretching that luck a bit 
thin when flood-insurance authorization is left to wither for want of funds with 
which to start operation. 

We cannot believe the Congress is prepared to prevent the Federal Flood 
Indemnity Administration from proceeding with the job it directed be done. 

The $50 million comprises two major items: (1) $36 million for the Federal 
portion of the subsidized premium to be paid into a loss reserve fund (disaster 
insurance fund) which may or may not be drawn upon to pay losses. This 
amount, if needed, can be borrowed from the Treausry as provided in the act. In 
addition to this contribution to the loss reserve, it is anticipated that $54 million 
representing premium income from policyholders will also be paid into the loss 
reserve fund. 

(2) Approximately $14 million, for operating the insurance program, which 
amount includes commissions for agents and brokers for producing the business; 
expenses of the insurance carriers for issuing and servicing policies; underwriting, 
accounting, and statistical work on behalf of the Government; and expenses to be 
paid loss adjusters for their services in handling settlement of claims. 


Services and facilities at cost 


The services of experienced and trained personnel in the industry and the use 
of their facilities have been made available to the Federal Flood Indemnity 
Administration on a cost basis, i. e., with no element of profit, administrative 
overhead, or expenses normally incident to the operation of their businesses. 


Ready for operation 


The indemnity program is ready to be put into operation and fiduciary agree- 
ments are being mailed to several thousand fire and casualty insurance companies 
throughout the Nation. After continuous consultation with the insurance in- 
dustry, various documents essential to the proper operation of the program, in- 
cluding the insurance application, the contract, rates, underwriting rules and regu- 
lations, loss adjustment procedures, accounting and statistical rules, and other 
forms have now been completed. 


Workability 


The indemnity program has thus been developed by the FFIA ataff with the 
advice and assistance of the best insurance brains available in the Government and 
private insurance industry. All are of the opinion that the program developed 
is workable, urgently needed, and will make the benefits of self-protection available 
at reasonable rates. 

Arrangements made with the insurance industry eliminate the need for the 
FFIA to organize a large staff, recruit, develop, and train personnel and employ 
a large group of claim adjusters, whose time would not be fully utilized as their 
services would be needed only when and if losses occur. 

Marketable rates 


For the major classes of risks, net rates will range from $1 to $2.50 per $100 of 
coverage on an 80 percent coinsurance basis. Within this range, rates will be 
different in various parts of the country, depending upon considerations of flood 
frequency and flood damage. 

From available data, a separate set of rates has been established for each major 
river basin in the United States, and the more highly exposed areas along the 
Atlantic and gulf coasts. In addition, differentials have been fixed applicable to 
buildings only, buildings and contents, or simply contents. A differential is 
applied between residential and commercial property, and between frame and 
nonframe construction. A classification—piers, wharves, and property over 
water—will carry a substantially higher rate. A rate differential is fixed between 
contents insured above and below the grade floor. Also there is a minimum 
premium of $25. 

These rates reflect varying degrees of exposure, and are marketable, as required 
by the Federal Flood Insurance Act. 

These rates have been reviewed carefully by the industry, by two industry 
advisory committees and have their concurrence as to reasonableness and market- 
ability. These rates are calculated to produce sufficient premium income to meet 
our budgeted requirements. The rating system we have devised will, of course, 
be refined as we gain experience. 
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Safeguards 


Certain safeguards are incorporated into the program to maintain proper 
balance between premium income and loss reserves. 
These safeguarcs are as follows: 

1. The amount of insurance which ean be sold to any person or corporation 
is limited to $250,000 and $10,000 on a dwelling and its contents. 

2. Flood incemnity contracts will contain a $500 deductible, plus 5 percent 
of the remaincer of the loss. Moreover, most losses arising under these con- 
tracts will in all probability be partial losses; therefore, the total amount of 
insurance in force will not be the measure of the Government’s liability. 

3. A spread will be obtained by selling flood incemnity contracts nation- 
wide. Since all exposed places will not have damaging floocs at the same 
time, the fundamental principle of insurance will apply, namely, contributions 
of the many to pay for losses of the few. 


Conclusion 


There is considerable public demand nationwide for flood insurance, and a 
growing anxiety as to when it will become available. The flood insurance program 
was authorized in the last session of the Congress on a bipartisan basis. The type 
of coverage proposed to be offered is not available in the private Comestie insur- 
ance market. The Congress contemplated a 5-year experimental program in 
anticipation that with private insurance company participation it could be 
ultimately absorbed into the private market. 

By means of this program, a measure of self-protection is available to the 
American people and, to the extent that it is used, it will tend to re’uce the 
amount of cirect Feceral and State aid for relief, rehabilitation, and charity. 

In conclusion, I believe your committee will be interested in some deductions 
drawn by Dr. C. G. Abbot, former Secretary, Smithsonian Institution, and now 
research associate of that Institution, operating with finances on the Robeling 
Fund. 

In his work titled ‘Periodic Solar Variation,”’ issued 2 years ago, Dr. Abbot, 
among many other observations, said: 

“Some critics, incredulous of the causation of weather changes by such small 
ercentages in solar radiation, may be inclined to turn the phenomena about. 
hey may suggest that some terrestrial atmospheric condition sets up the family 

of periods first in weather elements. Then they may suggest that these atmos- 
pheric changes produce, by our inability to entirely eliminate such influerces, 
the observed tiny percentage periodic fluctuations in solar-constant measures, 
Such an explanation seems untenable to me. For the solar-constant periodicitics 
go on with perfect regularity of phases over long periods of years. This is so, 
despite the measurements being made in two hemispheres. The terrestrial peri- 
odicities, on the other hand, are altered in phases (a) with the season of the years, 
(b) with the prevalence of sunspots, (c) with the locality, and (d) with changes in 
the occupation of the land surface. Such phase-alterable agencies in the atmos- 
phere could not, it seems to me, possibly produce periods of unalterable phases in 
solar-constant measures. 

“The fact remains, as yet unexplained, that both the sun’s radiation and the 
elements of the weather are subject to variations in identical families of numerous 
periods. All are to within 1 percent exact aliquot parts of 273 months. It would 
be incredible if they are not associated in their cause. Furthermore, though 
over 20 of the solar variations range only from 0.05 to 0.21 percent of the solar 
constant, the corresponding periods in precipitation at St. Louis, Peoria, and 
Albany range from 5 to 25 percent of normal precipitation. So the percentage 
range in precipitation is a hundred times the range in solar variation. Here is 
indeed, a paradox worthy of explanation.” 


VETERANS’ ADMINISTRATION 
STATEMENT OF JOHN S. PATTERSON, DEPUTY ADMINISTRATOR 


STATEMENT BY THE CHAIRMAN 


Chairman Haypren. The Veterans’ Administration is next. 

The House denied your request for an increase of $20,000 in the 
travel limitation for medical administration and miscellaneous operat- 
ing expenses, which I understand you are not appealing. 

Mr. Parrerson. That is right. 
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HOUSE ACTION 


Chairman Haypen. The House reduced your request for readjust- 
ment benefits from $77 million to $65 million, on which you are not 
requesting restoration. 

Mr. Parrerson. That is correct. 

Chairman Haypren. The House also reduced your request for trans- 
fer to buy automobiles for disabled veterans from $1 million to 
$850,000, for which you are not requesting restoration, 

Mr. Parrerson. That is correct. 


TRANSFER TO COVER WAGE BOARD INCREASES 


Chairman Haypen. You are requesting restoration of lenguage to 
transfer $3 million to inpatient care for the purpose of paying wege- 
board increases amounting to $5,333,000, the balance to be absorbed 
through reducing the average beneficiary load. 

You are not protesting the elimination of the increase of $30,000 in 
the travel limitation. 


SUPPLEMENTAL REQUEST AND JUSTIFICATION 


We will place in the record the supplemental request, the statement 
in the House report, and your justification. 

Mr. Parrerson. Thank you. 

(The material referred to follows:) 


SupPLEMENTAL Estimate (H. Doc. 115) 


“For additional amount for ‘Inpatient care’, $3,000,000, of which $1,450,000 
shall be derived by transfer from the appropriation for ‘General operating expenses’, 
fiscal year 1957, $1,000,000 shall be derived by transfer from the amount of the 
appropriation for ‘Medical administration and miscellaneous operating expenses’, 
fiscal year 1957, which is available for medical research, and $550,000 shall be 
derived by transfer from the appropriation for ‘Outpatient care’, fiseal year 1957; 
and the limitation under this head in the Independent Offices Appropriation Act, 
1957, on the amount available for expenses of travel, is increased from ‘$366,500 
to ‘$396,500’: Provided, That, notwithstanding’ 

This proposed supplemental appropriation is to meet the cost of increased 
rates of pay for employees whose salaries are determined by wage boards in 
accordance with prevailing rates. To date these increases have aggregated 
$5,333,000 for fiscal year 1957, of which $3 million cannot be absorbed within the 
existing appropriation. 

The proposed increase in the limitation for employee travel is to permit con- 
tinued expansion of the foster-home program for neuropsychiatrie patients, to 
provide for transfer of trained employees between hospitals where necessary, 
and to meet increased requirements for patient-escort travel. 

The average number of beneficiaries who will require inpatient care and treat- 
ment is now estimated to be 1,000 less than the number forecast in the budget. 
The above provision will make the savings resulting from this reduced requ‘re- 
ments available to finance a part of the salary increase costs for wage-board 
employees. 

HOUSE REPORT (P. 15) 


“Inpatient care-—The committee has not approved a proposed transfer of 
$3 million from other appropriations of the Veterans’ Administration to this item. 
In providing the entire $662,900,000 requested in the budget estimate at the 
beginning of the year, the committee considered sueh amount to be more than 
adequate for the entire year. Since that time the patient load has decreased by 
1,000 below the number then provided for. This $3 million available for transfer 
should be held as an unobligated balance and be returned to the Treasury at the 
end of the fiscal year. The remainder of wage-board pay increases for which 
transfers were requested should be absorbed.”’ 


92032—57——-4 
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JUSTIFICATIONS 
VETERANS’ ADMINISTRATION, $3 MILLION 
CHANGES IN APPROPRIATION REQUIREMENTS, INPATIENT CARE, VA, 1957 


The changes in appropriation requirements for the appropriation “Inpatient 
care, VA, 1957,’’ consist of (1) net requirement for $3 million to pay wage-rate 
increases approved during the period January 1 through December 31, 1956, in 
accordance with Public Law 763, 83d Congress, after (2) reduction of 1,000 
beneficiary load to a revised total of 140,140, and (3) increased employee travel 
limitation in the amount of $30,000 to provide a revised limitation of $396,500 
for the current fiscal year. The necessity for these appropriation changes is 
explained in detail in the following statements: 


A, Explanation of supplemental appropriation requirement of $3 million for wage- 
rate increases 


Supplemental requirements arising from application of the prevailing wage- 
rate system as prescribed by Public Law 763, 83d Congress, amount to a net 
total of $3 million. The gross requirement for the fiscal year is $5,333,000, of 
which the sum of $2,333,000 will be absorbed primarily by reducing the average 
beneficiary load by 1,000 from that planned under the current year’s appropriation. 

Public Law 763 requires that wage-board employees receive wage rates which 
“shall be fixed and adjusted from time to time as nearly as is consistent with 
the public interest in accordance with the prevailing rates.’’ Since the passage 
of the act there has been a nationwide rise in the hourly rates. Further, the 
President has directed that each department or agency review existing wage pol- 
icies and programs, and, in concert with other departments or agencies, achieve 
to the maximum extent practicable, comparable pay among these units of em- 
ployees doing similar work within a given local area. From January 1 through 
December 31, 1956, approximately 22,000 Veterans’ Administration employees 
have received wage-rate increases, at a cost of $5,333,000 for fiscal year 1957. 
As indicated above, the sum of $2,333,000 can be absorbed within the current 
appropriation. This leaves $3 million as the net requirement for payment of 
wage-board increases already approved and in effect; and for increases for some 
4,000 additional employees in wage areas such as Los Angeles, San Francisco, 
Boston, and Dayton, for whom wage rate increases are currently being withheld 
pending action on this request. 

This estimate provides only for payment of wage-rate increases approved from 
January 1 through December 31, 1956. Provision is not made in this supple- 
mental request for the payment of wage increases that may be required for 
increases approved during the period January 1 through June 30, 1957, should 
the trend of increasing wage rates continue. Any extended delay in the avail- 
ability of funds to cover the wage-rate increases resulting from agency action in 
keeping with the intent of Public Law 763 will cause serious problems in the 
recruitment and retention of essential hospital personnel. This can only reflect 
itself in a reduction in the numbers of veterans hospitalized and in a lowering of 
the quality of medical care provided in VA hospitals. 


B. Explanation of requested reduction of 1,000 beneficiary load 


The inpatient care beneficiary loads originally projected for fiscal year 1957 
have been restudied, and experience to date has demonstrated that actual require- 
ments for care and treatment will be less than planned in the VA domiciliary, 
VA hospitals, contract hospitalization, and State home programs. The specific 
reductions requested are shown below for the indicated programs, and, together 
with decreases in domiciliary program employment and other savings, will permit 
application of $2,333,000 to the $5,333,000 overall cost of wage-rate increases. 


Workload 








planned in | Revisedwork-| Net decrease 
fiscal year load in workload 


1957 budget 
| 


aenenemneeennemiememetoenenent at a ee 


Veterans’ Administration domiciliaries_________- : cz 17, 900 16, 600 —400 


sexes ce ot i i ce cea lens k 9, 300 9, 000 —300 
COREE, RUIN hg on. one ce ci nas tans : . 3, 260 3, 000 | — 260 
Veterans’ Administration hospitals....__________- : 111, » 540 | 111, 500 | —40 
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C. Explanation for increase in employee travel limitation 


An increase in fiscal year 1957 of $30,000 in employee travel limitation over 
the $366,500 available in the current year’s appropriation is considered essential 
in the best interests of patient care and efficient operation of the hospital system. 
It will be possible to provide for this increase within the current appropriation. 

This increased requirement is attributable to the objective of obtaining optimum 
utilization of existing and new hospital facilities: 

(1) Travel of doctors, nurses, and attendants to accompany patients during 


transfers of patients to neuropsychiatric or intermediate wards in general, medical, 
and surgical hospitals. 


(2) Transfers of trained employees as required for prompt adjustment of operat- 
ing levels between hospitals where occasioned by changes in the local demand for 
hospitalization. 


(3) Continued expansion of the foster-home program which places certain 
neuropsychiatric patients in private homes where they may complete the last 
phases of readjustment to community life and thus obtain discharge from the 
hospital. The locating of the proper home atmosphere and the counseling trips 
by the social-service worker to assure patient’s progress, both involve the use of 
travel funds. 


INPATIENT CARE APPROPRIATION 


Chairman Haypren. You may proceed. 

Mr. Parrerson. I am appearing on behlaf of my colleague, the 
Administrator, who regrets he could not be here this morning. He was 
called to the White House for a meeting that was prearranged. I 
am the Deputy Administrator. We are appearing here today in con- 
nection with additional fiscal year 1957 requirements of $3 million for 
the appropriation “Inpatient care.” 


WAGE-BOARD INCREASES 


This additional need is due to wage-board increases under the 
provisions of Public Law 763, 83d Congress, approved prior to Decem- 
ber 31, 1956, in a total amount of $5,333,000, which was not included 
in the original budget requests or appropriation allowances of the 
Veterans’ Administration, since the amount required for this purpose 
was not determinable at that time. 

It was determined by the Veterans’ Administration that $2,333,000 
of this additional need could be absorbed within available inpatient 
care funds, due primarily to a revised total patient load estimate of 
140,100, or 1,000 below our original projection. 

In a further effort to solve the problem and avoid a supplemental 
appropiration, it was proposed that our fund availability in several 
other appropriations be reduced in a total amount of $3 million, and 
these funds used to offset the remaining additional needs in the in- 
patient care appropriation. 

With the approval of the Bureau of the Budget, it was therefore 
requested that the Congress authorize the Veterans’ Administration 
to transfer $1,450,000 from the appropriation ‘‘General operating ex- 
penses,” $1 million from the appropriation ‘‘Medical administration 
and miscellaneous operating expenses,”’ and $550,000 from the appro- 
priation “Outpatient care”? to our “Inpatient care’’ appropriation, 

These transfers are not included in H. R. 7221 as passed by the 
House of Representatives, and Committee Report No. 386 discloses 
that these authorizations have been denied on the basis that wage- 
board increases should be absorbed within the amount originally pro- 
vided for the “Inpatient care’’ appropriation. 
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Although an adjustment of this amount may not be considered as 
substantial on an annual basis, the accomplishment of such a reduc- 
tion within the short period remaining in the current fiscal year 
necessitates drastic changes in operating plans. The problem is 
further aggravated by the necessity of making these changes in those 
areas which will not adversely affect the quality of hospital care 
available to beneficiaries for the balance of the year. 

Due to the short period remaining in the current fiscal year and 
the uncertainty as to whether additional funds will be made avail- 
able in our inpatient-care appropriation, it was necessary that imme- 
diate action be taken to adjust our level of operations. Accordingly, 
each field station was notified of the reduction applicable to its fund 
allotment for the balance of the year and directed to defer payment 
of wage-board increases until the fund availability for this purpose 
was assured. 

RESTRICTIONS ON OPERATIONS 


In the interest of reducing operating costs with a minimum adverse 
effect on service, it was suggested that adjustments be accomplished 
in the following order of priority: 

1. Deferral of equipment purchases. 

2. Deferral of all maintenance and repair work which will not result 
in a liability to the Government. 

3. Restrict the filling of position vacancies for the balance of 
the year. 

4. Restrict patient admissions to priority groups and emergent cases 
to the extent consistent with our ability to furnish adequate care. 

These restrictions of expenditures for services which are less essen- 
tial are necessary in order to assure the availability of funds required 
for functions directly related to the care of patients. 

The restriction as to patient admissions is most undesirable, and 
will be imposed only as a last resort and with prior approval of central 
office. It is, of course, desired that these restrictions be lifted at the 
earliest possible date, and it is therefore urgently requested that 
favorable consideration be given to our request for authority to effect 
appropriation transfers which will relieve these conditions. 


DATE WAGE-BOARD INCREASES EFFECTIVE 


Chairman Haypen. How far back were these wage-board increases 
made? 

Mr. Scuoen. The wage-board increases included in this supple- 
mental go back to December 31, 1955. 

Chairman Haypen. That is, the wage board made a finding that 
certain increases should be made, which began in December of last 
year? 

Mr. Scuoen. That is right, December 1955, 1 year ago, and they 
were not included in the budget request. They were not included in 
the original appropriation made for 1957. 


AUTHORIZATION FOR INCREASES 


Chairman Hayprn. We did pass a law authorizing this type of 
increase to be adopted? 
Mr. ScHoen. Yes, sir. 
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Chairman Hayprn. You state that unless the Congress allows the 
money, these four deferral restrictions will have to be imposed, par- 
ticularly the last one, which you do not want to do; that is to say, 
reduce the admissions of patients? 

Mr. Parrerson. That is correct, Mr. Chairman. They are listed 
pretty much in order of their priority. 

Senator SALTONSTALL. Sir, the House says you can absorb this $3 
million because you have 1,000 less patients than the original projec- 
tion of patients, and you have a revised total patient load of 140,100. 
Therefore, they say that any unused balances in these accounts which 
vou propose to transfer should go back into the Treasury, and that you 
should absorb this out of your original wage amounts granted you 
because you get a reduced patient load of 1,000. 

Mr. Parrerson. Senator, we have saved $2,333,000 of this because 
of reduced requirements in our patient load. 

Senator SALTONSTALL. They say you should save the whole amount, 

Mr. Parrerson. They say we should move on in and save $3 
million more, and we say that this presents a very difficult problem, 
as only 48 days remain in which to cope with the problem. That is 
the time element, and areas where savings can be effected are limited 
and we must provide, as we see our obligation, adequate medical care. 

Does that answer your question? 

Senator SALTONSTALL. Yes, sir. 

What is the minimum amount? Is it getting closer than when 
you asked the House? 

You asked the House for $3 million. What can you get by on 
with us? 

Mr. Scuorn. I would like to say that, on the basis of our obliga- 
tion rates through April, if we projected that for the full year, we 
would require the full $3 million. We are currently spending at the 
rate of $673 million annually, including the wage rate increases, if 
you take our actual obligations and project on the basis of the num- 
ber of days remaining. 

As it stands now, we do require and did anticipate some supple- 
mental funds for this additional cost, and now we have to cut back 
unless a supplemental appropriation is made. The full amount is 
required. 

To the extent that a lesser amount is given to us, we would have to 
cut back on these same items in the priority that they are stated. We 
are presently employing and have employed fewer people than what 
were originally budgeted to make up for other increases in cost. 

Utility charges have consistently been increasing across the country, 
the drug costs, and other elements also, which have already been 
absorbed within the amount of money that we have. 

Senator Porrer. Mr. Chairman, could I ask a question at that 
point? 

Chairman Haypen. Certainly. 


DEFERRAL OF EQUIPMENT PURCHASES 


Senator Porrer. You state your four priorities that you would 
have to put into effect unless this transferability of funds is allowed. 
The first part is deferral of equipment purchases. Such as what? 
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Mr. Scuoen. With a program the size we have, there is a replace- 
ment requirement at all times, plus the fact that there are new items 
of medical equipment constantly coming on the market. 

We operate on an accrual basis and buy through the supply fund. 
We would be faced with holding those items which have been procured 
in the supply fund holding account until next year. 

That is one item, but then this deferral imposes another problem 
next year because it means we fall that much further back in the 
procurement of equipment. 

Senator Porrer. It would mean holding it back, or pushing the 
whole program back, of purchasing equipment approximately 2 months? 

Mr. Schoen. It would be more than that because it has an effect 
next year. It means that we have cut back the items that we had 
planned within next year’s appropriations. 

In other words, we are transferring this cost from one year to the 
next, and that, plus the fact that we also have the wage-board in- 
creases reflected in next year, which are not provided in the 195s 
money. 

RESTRICTION ON FILLING VACANCIES 


Senator Porrer. Your third priority is that you would be restricted 
in the filling of vacancies for the balance of the year. You would 
not have to lay off any people that are now working? 

Mr. Scuornn. The reason we did not use the reduction-in-force 
method is that you cannot save money because, by the time you give 
them the 30-day notice and the terminal pay, it actually costs more. 
With our turnover rate, the most we could anticipate from not filling 
vacancies would be three hundred or four hundred thousand dollars 
at this late date, if we stopped all employment including attendants, 
nurses, and technicians. 

Senator Porrer. How much do you anticipate you would save by 
your first three priorities, your deferral of equipment purchases, your 
deferral of maintenance and repair work, and not filling the vacancies? 

Mr. Scuorn. I would say the best we can do, of course it is an 
educated guess only, would be between $1 million and $1,500,000. 


RESTRICTION OF SERVICE TO IN-PATIENTS 


Senator Porrer. Your big item as far as saving would be restrict- 
ing the service to the in-patients? 

Mr. Scuorn. Even that is minimal. The most you can save is $3 
or $4 a patient per day for food and drugs and other things, because 
the staff is already employed. 

In other words, we are pretty much in the hole and it is going to 
have a most stringent effect on our whole program. It is by the com- 
bination of all of these items that we plan to get by if the $3 million 
requested is not provided. 

Senator Porrrer. That is all. 

Chairman Haypen. Are there any further questions? 

Senator Youna. I have a question, Mr. Chairman. 

Does the wage board authority extend to that of being able to raise 
salaries of doctors? 

Mr. Parrerson. No, sir. 
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Senator Youna. It is too bad it doesnot. You have a real problem 
there. 


Mr. Patterson. Yes. 


TOTAL EMPLOYEES AFFECTED 


Senator, there are somewhere around 37,000 employees affected 
under the wage board in the Department of Medicine and Surgery. 
They are mostly of the helpers’ group, such as laundry workers, food 
service Workers, and maintenance workers. It is that type of em- 
ployee that will certainly by any deferment suffer. They are the 
ones who are penalized by virtue of the position we are in here. 

Chairman Haypen. Is there any place in the United States where 
the wage board rates were less than what you had been paying? 

Mr. Scuoen. No, sir. The trend is consistently upward. 

Chairman Haypen. We thank you, gentlemen. 


THe AMERICAN LEGION 


STATEMENT OF T. 0. KRAABEL, DIRECTOR, NATIONAL 
REHABILITATION COMMISSION 


GENERAL STATEMENT 


Chairman Haypen. We next have Mr. Kraabel. 

Mr. Kraaset. Mr. Chairman and gentlemen of the committee, 
thank you very much for the opportunity of presenting a statement 
from the American Legion, supporting the efforts and request made by 
the Veterans’ Amdinistration to overcome their requirements for 
funds to meet wage-hour adjustments. We urgently feel that de- 
serves favorable action. I can visualize that if the VA has to resort 
to the fourth alternative, the folks in Congress would be the first to 
hear from any eligible and sick war veteran who is denied admission to 
a VA hospital because they have to save a few dollars to comply with 
the requirements of absorbing the $3 million for wage-hour adjust- 
ments. We are filing a statement, Mr. Chairman, urgently support- 
ing the efforts made by the Veterans’ Administration. 


} PREPARED STATEMENT 


Chairman Haypen. The statement will be included in the record. 
Thank you, sir. 
(The statement referred to follows:) 


[StaremMEeNT or T. O. KRAapet, Director, NaTioNaAL REHABILITATION 
Commission, THE AMERICAN LEGION 


Mr. Chairman and members of the subcommittee, the national rehabilitation 
commission of the American Legion appreciates the opportunity of presenting 
this statement regarding the supplemental appropriation bill for independent 
agencies (H. R. 7221) as that measure affects the operation of the Veterans’ 
Administration. Our information is that Veterans’ Administration finds itself in 
difficulty in meeting commitments to pay increased rates of wages to comply with 
the provisions of Public 763, 83d Congress. 

The practical effect of the fund shortage in the administrative expenses of 
Veterans’ Administration hospitals is shown in directives that have gone to man- 
agers of all hospitals (May 9 and 10, 1957). Funds previously allocated to hospital 
managers to operate their hospitals are being decreased in the fourth quarter of 
the fiscal year. The ultimate effect of such directions is to prevent the purchase 
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of equipment, making of repairs, and operation of research programs at the maxi- 
mum of efficiency. 

There is even the possibility that some war veterans will be denied hospital care 
though VA is careful to state that no such denials may be initiated without central 
office approval. The American Legion is confident that the Congress is ever alert 
to the proposal that the laborer is worthy of his pay, and further intends that 
eligible war veterans may receive medical care and hospitalization when beds are 
available. The American Legion position with respect to the VA request for 
authority to transfer funds within appropriations to meet this situation is to 
suggest the desirability of further consideration by the Congress to the end that a 
satisfactory solution may be reached. 

In another field, VA has asked for additional funds to pay readjustment benefits 
to war veterans and war orphans eligible to education and training. It is ap- 
parent that if a given number of veterans establishes its eligibility to such bene- 
fits, then the funds must be provided now or at some time in the future. It is 
not readily apparent how there is a real saving to the Federal Government in the 
reduction of the request for such funds. Again, it is the feeling of our organization 
that the Congress will want to reach a solution which will not create a delay in 
the grant of benefits to any war veteran, or war orphan, where such a claimant 
meets the eligibility requirements. 

Our position as to requests for transfer authority in the case of administrative 
funds already appropriated and unspent, and as to the estimated sums needed 
for readjustment benefits, is to state our confidence that Congress has no intention 
of approving a situation which might mean denial of hospitalization to a needy 
veteran, or of delaying the payment of readjustment benefits to an eligible war 
veteran or war orphan. 


LETTER FROM VETERANS OF FOREIGN WARS 


Chairman Haypen. I have a letter from the Veterans of Foreign 
Wars on the same subject, and also a telegram which may be included 
in the record. 

(The material referred to follows:) 


VETERANS OF FOREIGN WARS OF THE UNITED STATES, 
Kansas City, Mo., May 10, 1957. 
Senator Warren G. MaGnuson, 
Chairman, Subcommittee on Independent Offices Appropriations, 
Senate Appropriations Committee, Washington, D. C. 


My Dear Senator Macnuson: A situation with respect to hospitalization and 
medical treatment for veterans has arisen which is causing considerable concern 
among out department leaders, and particularly our service officers who are 
rendering invaluable assistance to sick and disabled veterans. 

A wage-board decision, over which the Veterans’ Administration has no control, 
has made it necessary for that agency to cough up several additional millions of 
dollars for which no special funds were available. It has been necessary to dig 
into other funds for a portion of the additional expenditures caused by the wage- 
board decision and unless a request for a supplemental appropriation of $3 million 
is provided, veterans in need of hospitalization and medical treatment may be 
denied admission to hospitals because of a tightening up of expenditures. 

The central office of the Veterans’ Administration has sent out a message to all 
hospitals urging rigid economy in several categories, including hospital admissions, 
to make up the additional funds made necessary by the wage-board decision. It 
would be tragic if the intent of Congress and the American people to provide 
hospitalization and medical treatment to deserving and qualified veterans was 
denied because of a situation beyond the control of the Veterans’ Administration. 

May we strongly urge that the supplemental request for $3 million for in-patient 
treatment in the Veterans’ Administration budget be included by the Senate 
Appropriations Committee. It is my understanding the Veterans’ Administra- 
tion is not requesting new money but merely the privilege of transferring to the 
in-patient treatment item some surplus funds amounting to $3 million from other 
items. 

Respectfully yours, 
Omar B. Ketcuum, Director. 














THIRD SUPPLEMENTAL APPROPRIATION BILL, 1957 55 


Bra@on, N. Y., April 29, 1957. 
Senator Irvine M. Ivss, 


Washington, D. C.: 


Your ro Po urgently needed for passage of VA supplementary appropriation 
fiscal year 1957 to cover wage-rate increase adjustments due employees this 
station since October 7, 1956. Date revised schedule nonpayment of these due 
wages working much hardship on members of this union. 


Marie M. Arrico, 
President, Local No. 346, National Federation of Federal Employees. 





STATEMENT OF THE AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES BE- 
FORE THE SENATE APPROPRIATIONS COMMITTEE ON H. R. 7221 (Wace In- 
CREASES, VETERANS’ ADMINISTRATION EMPLOYEES) 


Mr. Chairman and members of the committee, our Federation desires to urge 
the committee to approve the approximate $3 million required by the Veterans’ 
Administration under the item “Inpatient care’ to finance wage increases ap- 
proved, but not yet received by employees in the various VA hospitals and domi- 
ciliaries under the wage board system. 

The increases involved apply to mechanic, helper, and other manual occupations, 
which were excluded from the Classification Act of 1949, as amended by Public 
Law 763, 83d Congress. That statute directed the transfer of workers in these 
groups from the classified system of pay to the wage board program, which covers 
most ‘“‘blue collar’? employees in the various Federal agencies. 

In approving H. R. 7221, the House of Representatives authorized expenditures 
for this same purpose for other agencies. However, the report on the measure 
by the House committee directed that the Veterans’ Administration absorb 
remaining wage board pay increase costs. 

When the Veterans’ Administration exercised its authority in granting the wage- 
board increases in various localities, the approval was given on the contingency 
that Congress appropriate the funds necessary to finance the higher cost. This 
was necessitated by the legal inability of the agency to create a deficiency or spend 
funds not authorized by Congress. If Congress fails to approve the money 
necessary to pay the increases, the Veterans’ Administration will have no legal 
obligation or authority to use their current funds for this purpose. 

There appear to be only two alternatives. The agency can follow the direction 
of the House committee to absorb the increased costs. This could result in reduc- 
tions in force among employees in the hospitals with impairment of the agency’s 
t.ecatment program for hospitalized veterans. Or, if the additional funds are not 
appropriated, the employees will be deprived of the increases which were justified 
some time ago and have not been received to date. 

Since Congress approved the basic legislation resulting in the transfer of these 
workers to the prevailing rate system, it seems logical that it would appropriate 
the money necessary to enable the agency to carry out the obligation it assumed in 
making the changes. 

We favor approval of the amounts passed by the House on May 7, for other 
agencies making similar requests in H. R. 7221 and urge the committee to give 
prompt and favorable consideration to the particular need of the Veterans’ 
Administration to finance the wage increases in question. Failure of that agency 
to receive the necessary funds or authorization will result in depriving employees 


in one way or another of the base pay to which they are entitled by the operation 
of law. 


NATIONAL FEDERATION OF FEDERAL EMPLOYEEs, 


Washington 6, D. C., May 14, 1957. 
Hon. Cart HaypEn, 


Chairman, Com mittee on me ge 
United States Senate, Washington, D 


Dear Senator Haypen: I should like respectfully to urge favorable action 
by your committee on the request of the Veterans’ Administration for authority 
to transfer funds to the appropriation item “Inpatient care.” 

The President in transmitting the estimates for the third supplemental appro- 
priation bill for 1957, H. R. 7221, recommended the transfer of the sum of $3 
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million for the purpose of paying wage increases to wage board employees of 
certain VA hospitals. 

The Veterans’ Administration as a part of its orderly process of surveying 
local prevailing rates, approved new wage schedules contingent upon the avail- 
ability of funds. Many of these contingent increases were approved in the latter 
part of 1956. 

The morale situation in the Veterans’ Administration wage board group will 
be seriously damaged by the failure to make these funds available to pay already 
approved increases. 

Favorable action by your committee and the Senate is urgently needed in order 
to keep faith with this group of employees. 

Sincerely, 
Vaux Owen, President. 


DEPARTMENT OF THE INTERIOR 
Bureau or InpIAN AFFAIRS 


RESOURCES MANAGEMENT 


STATEMENTS OF FRED H. MASSEY, ASSISTANT COMMISSIONER 
AND LEONARD HILL, AREA DIRECTOR, SACRAMENTO, CALIF. 


ALLOTMENTS OF TRIBAL LANDS 


Chairman Haypen. The next item to be considered is an estimate 
in the amount of $150,000 for “Resources management, Bureau of 
Indian Affairs’ to be derived by transfer. 

This estimate was submitted in Senate Document No. 36, and was 
not considered by the House. 

It is my understanding that these funds are required to allow the 
Bureau of Indian Affairs to equalize certain allotments of tribal lands 
on the Agua Caliente (Palm Springs) Indian Reservation in 
California. 

JUSTIFICATION 


The justifications will be included in the record. 
(The justifications referred to follow: ) 


Resources management, Bureau of Indian Affairs 








Benen Ot Hh te os ie) Do le bis SUE see eee $150, 000 
IR CR TORII ein meni naneoa kin chante eene 16, 450, 000 
Cee tamer Ol, 800s oo. s. es SU Seo ce 11, 661, 088 
EINER LG ORME, B01) 2008 2. a oa it Shoe coe eh ee Lb oe 11, 185, 092 
Budget estimate next fiscal year____.._.._..-------.---- eeSeU Lis, 17, 200, 000 
Employment: 

Average number, current appropriation__......-.------------ 2,918 

amper involved this estimate... .....-................-... 0 
AGE GEATROT DONG, 2200s 251, 1 ON Ose nn oe ee neces cndarens 1, 980 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The supplemental appropriation has been occasioned by the need for contract 
appraisals of tribal lands on the Agua Caliente (Palm Spints) Indian Reservation 
to provide a basis for planning of equalization allotments as required by law. 
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i 
| Program and financing 
' re ae ee eo 7 j ee 
Presently Revised Difference 
available estimate 
PROGRAM BY ACTIVITIES 
1. Forest and range lands__--__--_.---- Seen Sn ates ements $2, 680,000 | $2, 680,000 |.__.-__.____-- ] 
2; Dido aaa GENRE a 3b oa. See Rb A aa 140, 000 MOG BGS fo 5 5 os 2 21.55 | 
3. Agricultural and industrial assistance---..-.-......-..-.---.--| 1, 504, 671 1, OO6 Gh hs iste | 
4. Soil and moisture conservation_-___-.._-.-....---.---.---- 4, 184, 000 4 BEBO bn dadeedsancene / 
5, Operation, repair and maintenance of Indian irrigation 
systems --_-__. coh iedaeentetadeet 811, 329 CURSE Rite ies 
6. Development of Indian arts and eratis. Ltnfimaedielic > <eaehes 108, 000 BOG 0B | st sa scbass ; 
7. Management of Indian trust property_...-.....-.----.--.--- 3, 190, 000 3, 340, 000 +$150, 000 | 
8. Repair and maintenance of buildi = and utilities. .....-..- 3, 630, 000 GO oon weeaee | 
9, Weed eumerel. 2.20585. 22Si 2s eetee t2 202, 000 SOR OSS Ff... Wiccicnd . 
TOUR CUMNRIINE oa 5 on nctagcnondcinyerbnte bes ehbeaad | 16, 450 000 16, 600, 000 +150, 000 | ) 
FINANCING - £ 
4 ppropriation._- 16, 450, 000 16, 450, 000, }.............. i | 
Transfer from “Education and Welfare e Servioes, “Bureau of. if 
Indian Affairs, 1957” : Arch crates were 2 Tie meee 150, 000 +150, 000 ) 
bets dbebeen it O00 O0i2 Bes heey oh) if 
ee 
Obligations by objects 
ail _ 
if 
Object classification | Presently Revised Difference if 
| available estimate | 
— $$$ ——— —| es | $$ 
BUREAU OF INDIAN AFFAIRS | | 
fotal number of permanent positions. _............- cee’ 1, 964 Ry WOE Ceiein-ecnerae aan 
Full-time equivalent of all other positions___................-- | 181 ie ok Rela ames 
Average number of all employees---.-............-.------- ----| 2, 018 | eae 
Number of employees at end of year_...........-.---.-------- | 2. 450 2 OOe tocnt ss5sss } 
01 Personal services: ros . 
Permanent MOMVIOMR: sho wk. eisai teks $8, 669, 160 
Positions other than permane nt sina drtbeaiaieolaee cslptin celeivaea 706, 648 
Payment above basic rates..................-....-..-- 70, 565 


Total personal services... ..._._- 9, 446, 373 














OB: Detwt cda eis Daelic dec gaidsaa eget 533, 883 
03 Transportation of things. _..........-...-...-.- ai 137, 872 
04 Communication services __-.....--- pnw Se eiieret kote -| 110, 821 
OG; TRaaas aes WRI BOP WOE ons <a hk nceeedenreeal 165, 545 
06 Printing and reproduction -__.............--- édepeapenpedee’ 39, 355 ; 
07 Other contractual services. .....................-......... 1, 494, 969 1, 644, 969 +-$150, 000 
Services performed by other agencies___..........-..-. | 209, 150 Ge Ee lndntnowanmhan 
O8 Supplies and materials Pitabhbddnisducaaabbagiadae 2, 253, 140 2 Sey OG F554 ss. 
GD TR 8 ic a eee ieee 721, 638 BE O—>h Es 
10 Lands and structures... dps tase stir tinliandagatoaie teoret 259, 000 SIGE Vigndbncentiecem 
11 Grants, subsidies, and contributions__ bencne gi taeacaianel 523, 635 BN acstasercairtencnate 
13 Refunds, awards, and indemnities.._._..._.....--- - aieed 1, 325 AE St 
15 Taxes and IIS 0.5. akan ci batnses stones inanccs 18, 136 a 06 j...... sian 
16 Investments and loans_-_-___- Rkgaiba dhintinle dammit emtiag 704, 975 4 ee 
Subtotal satekeecsa singh 16, 619, 817 16, 769, 817 +150, 000 
Deduct charges for quarters and subsistence.....------.------ __ 14,8 817 _ 817 ete ger 
Total, Bureau of Indian Affairs. .............-.--...-..- 16, 435, 0 435, 000 00 | 16, ~ 16, 585, 000 +150, 000 
ALLOCATION TO GEOLOGICAL SURVEY | 
7. ‘Car ai eGeell Sar WII kk cc ccm nqaneeeeumead 15, 000 Nb bs 15, 000 | big tcidleteec thane 
Total obligations 


LL nachd see patsdandebasetez.| 16, £50, 000 | "16, 600, 000 +150, 000 





JUSTIFICATION 


ms 


Management of Indian trust property, $150,000 


The act of January 12, 1891 (26 Stat. 712), as amended by the act of March 2, 
1917 (39 Stat. 976), requires the Secretary of the Interior to allot tribal lands on 
the Agua Caliente (Palm Springs) Indian Reservation to individual members of 
the Agua Caliente Band of Mission Indians. On August 9, 1956, the United 
States Court of Appeals for the Ninth Circuit in the case of United States of 
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America, appellant v. Genevieve Pierce, et al., appellees, affirmed the right of 
appellees to equalization of allotments, that is, so arranged that each allottee shall 
have allotments of fairly equal value. 

With respect to equalization the trial court found that equalization had not yet 
been effected. The court of appeals stated that while equalization would best be 
left to the Indian Service it held that the trial court can and should proceed to do 
it unless the court is assured that the Service will proceed with diligence. 

In order to carry out the duties imposed by law and the judgment of the court, 
it is essential that plans for equalization of the allotments be prepared promptly. 
No equalization plans can be prepared until the value of the assets, with which 
equalization is to be accomplished, is known. Therefore, an appraisal of the 
tribal land consisting of approximately 26,377 acres, about 1,900 of which are 
within the city limits of Palm Springs, Calif., and the allotted land, consisting of 
over 300 parcels totaling approximately 4,128 acres, must be undertaken imme- 
diately. The land to be appraised consists of tracts of wide variation in character 
and values, ranging from low value sand dunes in the Colorado Desert to very 
valuable building sites in the resort city of Palm Springs. 

Bureau personnel is not available for this purpose. Because of the lack of 
available personnel, the need for prompt action, and the many complex social and 
economic trends which influence values of the various parcels of land, we must 
obtain contract appraisals prepared by competent appraisers. 

It is estimated that $150,000 is needed immediately for appraisal contracts. 
This amount will facilitate appraisal of the fundamental evaluations of tribal and 
allotted land necessary to initiate plans for the Secretary to carry out statutory 
obligations and to comply with the judgment of the court. 


EQUALIZATION OF ALLOTMENTS 


Chairman Haypen. Mr. Massey, will you tell the committee just 
what is involved in this matter? 

Mr. Massry. Mr. Chairman, I would like to point out that this 
does not involve an appropriation of additional funds. It is asking 
for authority to utilize funds in our ‘Education and welfare’ appro- 
priation for an item that normally would fall under ‘Resources man- 
agement”’ for this appraisal work. 

The Secretary is required by law to allot the Indians on the Palm 
Springs Reservation. They have recently had a court case and the 
court held that the Indians were entitled to equalization of the allot- 
ments. It said that if the Secretary did not go ahead and make the 
equalization, then the court would be compelled to do so. 

In order to equalize the allotments, we will have to have an appraisal 
of the property. That is what this $150,000 is for. 


TOTAL PROPERTY INVOLVED 


Chairman Haypren. What is the total value of the Indian property 
involved? 

Mr. Massey. I would like to call on Mr. Hill, who is area director 
in the Sacramento area office. 

Mr. Hiut. Of course, the reason we need the appraisal is to learn 
what the total values are, but I can give you the figures only roughly, 
there having been allotments made to approximately 100 Indians with 
the values on the basis of 1949 appraisal approximated at $7 million. 

It is estimated roughly that there is $12 million worth of property 
left, in tribal ownership from which equalization will be obtained. 

Chairman Haypren. Rhen, when this operation is completed, the 
tribe will not own any property? 

Mr. Hitz. That is correct; the tribe will not own any property, 
except there is a legislative proposal in process which would convey 
the remaining tribal resources to a tribal corporation. That is still 
in the formative stages. 
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Chairman Haypen. Will the full amount that you are asking for 
be needed in the current fiscal year? 


Mr. Massry. Yes, sir. We are going to do this by contract, and 
it is our best judgment that this will be required in order to get the 
appraisal done this year. 


Chairman Haypen. In other words, if this appropriation is made, 
you will obligate it before June 30? 
Mr. Massry. Yes, sir. 


Chairman Haypen. Are there any further questions? If not, we 
thank you. 


PREPARED STATEMENT 


Mr. Massry. Mr. Chairman, I would like to have my statement 
inserted in the record. 


Chairman Haypen. That will be done. 
(The statement referred to follows:) 


STATEMENT BY Frep H. Massey, Assistant COMMISSIONER, BUREAU oF INDIAN 
AFFAIRS 


Mr. Chairman and members of the committee, I am happy to have the oppor- 
tunity of appearing before this committee to explain the two supplemental budget 
requests for the Bureau of Indian Affairs. 

The first item would make available $133,000 to assist the Indians of the Gila 
River Indian Reservation in the payment of their irrigation operation and main- 
tenance assessments for the operation of the Indian and joint works portions of the 
San Carlos project for the current fiscal year. Although funds were budgeted in 
the 1957 tribal budget for the payment of these charges, a general crop failure, 
caused by a drought which prevailed over the entire State, has resulted in the 
inability of the community farming enterprise to meet the assessment costs. 
The estimate includes language which would provide that the amount appropri- 
ated for these operation and maintenance charges would be nonreimbursable. 

The other item involves $150,000 for contract appraisal of tribal lands on the 
Agua Caliente (Palm Springs) Indian Reservation to provide a basis for planning 
f equalization allotments to individuals as required by law. In a recent court 
case the United States Court of Appeals for the Ninth Circuit held that unless the 
Government proceeds to equalize allotments the trial court can and should under- 
take such equalization. Because of the need for prompt action and the lack of 
available personnel in the Bureau, we plan to obtain the appraisal by contract. 

I should like to point out to the committee that neither of the estimates in- 
volves a request for additional funds. In both instances, we have recommended 
language which will permit us to transfer anticipated savings from the ‘‘Education 
and welfare services’’ appropriation to the ‘Resources management’”’ appropria- 
tion to cover the cost of the supplementals. 

It will be a pleasure to answer any questions you may have on these estimates. 


RESOURCES MANAGEMENT 


Chairman Haypen. The House allowed the budyet estimate of 
$133,000, to be derived by transfer, for ‘‘Resources management, 
Bureau of Indian Affairs.”’ 

The funds are required to provide funds to assist the Indians of 
the Gila River Reservation in the payment of their irrigation opera- 
tion and maintenance assessments for the operation of the Indian 
and joint work portions of the San Carlos project for the current 
fiscal year. Due to a complete crop failure resulting from the drought 
the Indians will not be able to make these payments from their com- 
munity farming enterprise, as they have done since 1951. 


=== 


ee 


ea SS ae SSS 
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JUSTIFICATION 


The justifications will be included in the record. 
(The justifications referred to follow:) 


Resources management, Bureau of Indians Affairs 


DN. 3 aces he ede ena ate de eee nee ceepe toa tants Se $133, 000 
Appropriation to date... ...........-- Ui SMe tia SLL ech 16, 450, 000 
omnes CO 2ON: OF, Fuel... 14 oe eo oe tik ee 3 9, 098, 923 
ape tures 1 Jan, Bl, DIG8 5 ~ eer ened ¢-00b--anenenobb=n 6, 863, 076 
Dee PHUIIIA US. HOKG HUE FONE. 8 snc eee cke mn oneneuccee 17, 200, 000 
Employment: 
Average number, current appropriation__-_...._..-...------- 2, 018 
Number invorved thisvestmate. 25° oe oe elo ec ce 0 
Actual employment Dec. 31, 1956.__..--......--.-------------- 1, 980 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The need for the supplemental appropriation has been occasioned by the need 
to assist the Indians of the Gila River Indian Reservation in the payment of their 
irrigation operation and maintenance assessments for the operation of the Indian 
and joint works portions of the San Carlos project for the current fiscal year. 


Program and financing 














Presently Revised | Difference 
available estimate 
PROGRAM BY ACTIVITIES i 
I | 
1; epee mee Pe RS. £8 on so 8k lL $2, 680, 000 of 8 eee 
Bi ew ik =~ eel dp hii oid dnc ices 140, 000 MOO Nh osc ckcccse 
3. Agricultural and industrial assistance... -.............----- 1, 504, 671 NE eth 
4, Soil and moisture conservation_.---- 4, 184, 000 SSE WOe Io0e<5c5555--5, 
5. Operation, repair, and maintenance of Indian ‘irrigation 
IS eat ii5 so chc0dt tit d a caedeck ashe ddees> ctsadedénb 811, 329 944, 329 +$133, 000 
6. Development of Indian arts and crafts___.....-- ited 108, 000 he iti cognate’ 
7. Management of Indian trust property-_-----..-..-----.--- 3, 190, 000 3, 190, 000 |___- es 
8. Repair and maintenance of buildings and utilities._____- 3, 630, 000 SG0e O00 I-25... 
@; Wend mamta oss oo sees ok cb cect so nnadabeiedl 202, 000 TOBE fccransinnins : 
REIN. ook ec eh kine sete t = Mebenedes saaaahaee | 16, 450, 000 | 16, 583, 000 +133, 000 


| = |— = 
FINANCING 
Appropriation - - - -.- fase isieciecnbiigs 16, 450, 000 | 8) ee ee 
Transfer from “Education and welfare serv ices, ‘Bureau of | 
SEE MEMIINUO ROE oak cena nk ns danas boned da bude ddk Nasdnwdlden Lads 133, 000 +133, 000 
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Obligations by objects 
Object classification Presently Revised Difference 
available estimate 











BUREAU OF INDIAN AFFAIRS 


Total number of permanent positions___._........____._____- 1, 964 5) =a 
Full-time equivalent of all other positions...._......._.....-- 181 Ie A te ee 
Average number of all employees. -__......___-._.____--_-____-- 2,018 


Number of employees at end of year.._........____---_---.---- 2, 450 





01 Personal services: 


Pormarient posttioner fi. 0b 25d $8, 669, 160 $8, 669, 160 





Positions other than permanent-___............--...--- 706, 648 po 6g ee 
Payment above basic rateS....-...- 222.222.2222... 70, 565 TUR Nast ico soeae de 
Total personal services_ teagan a aelare eae 9, 446, 373 SSE Cacsn a cee 
OD FR hose. as atic ocnnca--22i. is AE eee 533, 883 SUR, ORR beck l 
QS  Trammportetionio€l things... . - cen ck ose dda ctasusixs 137, 872 OI Ei ntevnsttennhe'a« 
04 Communication servieos........-.4......-.---.-.--.--4-5- | 110, 821 EE Benin AEG nos 
06 | Reuteand tility services... 1.6.22. i302 165, 545 165, 545 |_.-.-__- a 
06: Printing end .zoproduastion.. «chibi none de cbs evade 39, 355 SA BR biciccspel-bfnes 
O7 * Other Onetvaduinn eer ieee... 2. 1, 494, 969 1, 627, 969 +$133, 000 
Services performed by other agencies___..........._.-- 209, 150 ye Lg eee pee Fae ee 
0S Supplies end misters... ........ 2.25. -cnincpeddactacnges 2, 253, 140 2, 206, 140 |... eu... 
CD TO nai io eeciicecc we cacacsnde Db boe dn Seda 721, 638 721, 638 |_......- 
10 Lands and structures_. _- sntiw auablacibcaemeteainn docs 259, 000 PRE Neiditheciccacus 
11 Grants, subsidies, and contributions. —__-- sinstagpaibladiaieniahied: 523, 635 STB. GIG hb ccccaneecee 
13 Refunds, awards, and indemmnities.-.--.-.............-.-.- 1, 325 BS cette nal assis 
BS "Tees GN I. 25x 5 on cee anaes 18, 136 4 oy Re eee 
16 Investments and loans. ...... 2 2c0s510-8 2 sie Ss es 704, 975 704, 975 aol neater 
Subtotal______- at nk a a ee ena Sean 16, 619, 817 | 16, 752, 817 +133, 000 
Deduct charges for quarters and subsistence -__.........-.._..- 184, 817 | pt a Neel aie, 


Fe asain dai ae 16, 435, 000 16, 568, 000 | +133, 000 
} 


ALLOCATION TO GEOLOGICAL SURVEY 
07 Other contractual services .......--...--.----------.------| 15, 000 | 15, 000 Leia —— 





Total obligations._.._..___.-_-___- satis. eee | 16,450, 000 | 16, 589, 00 | +133, 000 


JUSTIFICATION 


5. Operation, repair, and maintenance of Indian irrigation systems, $133,000 

This estimate of $133,000 is requested to provide funds to assist the Indians 
of the Gila River Indian Reservation in the payment of their irrigation operation 
and maintenance assessments for the operation of the Indian and joint work 
portions of the San Carlos project for the current fiscal year. 

Since 1951 the Gila River Pima-Maricopa Community Council has assumed the 
responsibility for paying the irrigation operation and maintenance assessments 
covering both Indian works and joint works of the San Carlos irrigation project. 
These payments were made principally from funds accruing to the tribe through 
the operation of its community farm enterprise. 

Funds were budgeted in the 1957 tribal budget for the payment of the assess- 
ment charges. However, the drought which prevailed over the entire State in- 
cluding the Gila River Valley, caused a general crop failure. As a result, the 
community farming enterprise cannot meet the assessment costs. 

The sum requested will provide funds for the payment of the assessment charges 
for the current fiscal year. 

The estimate includes language which would provide that the amount appro- 
priated for these operation and maintenance expenses would be nonreimbursable. 





| 
t 
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SOUTHEASTERN Power ADMINISTRATION 


OPERATION AND MAINTENANCE 


STATEMENT OF KNOWLAND J. PLUCKNETT, ELECTRICAL ENGI- 
NEER, OFFICE OF ASSISTANT SECRETARY, WATER AND POWER 


TRANSFER OF FUNDS 





Chairman Haypen. We next have Southeastern Power Administra- 
tion. An estimate in the amount of $45,000 has been received for 
operation and maintenance, Southeastern Power Administration, to 
be derived by transfer. 

JUSTIFICATION 


This estimate was not considered by the House. The justifications 
will be included in the record and, Mr. Plucknett, will you tell the 
committee why these funds are required? 

(The justifications referred to follow:) 


SOUTHEASTERN PoWER ADMINISTRATION, DEPARTMENT OF THE INTERIOR 


Operation and maintenance 

























































Presently Revised | Difference 
available 
PROGRAM BY ACTIVITIES | 
1. System operation and maintenance______- Bee 8 $75, 000 | $75,000 |__..__- 
2. Purchase of energy and wheeling — er amy. Soe 1, 634, 000 1, 7 000 +$45, 000 
3. Power contracts and rates__...--- phwkaie ae 89, 500 MT Bek on ne 
4, General administration __.____. é ; a 79, 500 7” 500 |-- 
Total obligations__..__- eae 1, 878, 000 - 923, 000 445, 000 
FINANCING 
BCU ion a = 6 Sra see co DES A RA oc ans canee 1, 878, 000 1, 923, 000 +45, 000 
renee by ee. 
Object classification Presently Revised | Difference 
available 
Total number of permanent positions 39 , 3 eee 
Average number of all employees_--____- 38 38 
Number of employees at end of year__-_- 39 39 
01 Personal services: TEE TESS 5 Nr aha Ls 
Permanent ——— : $207, 642 $207, 642 . 
Positions other than permanent 4, 358 4, 358 | 
Total personal services 212, 000 212, 000 | 
02 Travel , * 11,000 | | SD bic tiie susit. 
04 Communication services 6, 000 IO a ke Sune 
05 Rents and utility services 1, 000 Wee }.c.<.25- 
07 Other contractual services. __- 1, = 000 1, 686, 000 | +$45, 000 
08 Supplies and materials. ___ 4, 000 MOND Foscssscaccen 
09 Equipment--_-_........-. 3, 000 3, 000 
Total obligations_____- gids eeebpeeee = 878, 000 | 1, 923, 000 +45, 000 
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JUSTIFICATION 


Due to poorer-than-average conditions until recently at the Kerr project, the 
present appropriation for fiscal year 1957 will be inadequate by $45,000 if maxi- 
mum wheeling and firming costs are experienced during May and June of this 
year. There is an estimated possible deficiency of $76,000 in the portion of the 
appropriation apportioned to purchase of energy and wheeling charges. This 
amount has been reduced by the maximum amount which it is estimated can be 
transferred from other activities. 

The actual obligations through March and the estimated requirement for the 
last 3 months of the fiscal year for wheeling and firming are broken down by 
months and contracts in the statement shown below. The estimate for April is 
based upon operations during April to date and now existing water conditions at 
the projects. The estimate for May is based upon the most adverse conditions 
at the Kerr project from a cost standpoint (low water), giving consideration to 
the present elevation of the reservoir, and upon the most adverse conditions from 
a cost standpoint (high water) at the Clark Hill project. Similarly, the estimate 
for June on both projects is based on the most adverse water condition from a 
wheeling and firming cost standpoint. 

















Kerr | Clark Hill, | 
Month 5 a Sh ee Georgia — | Total 

Power Co. | 

Vepco | C.P.&L, | | 

' | 

} | 

July-March Sig pauceenenrdecenuatee sn $89, 753.85 | $294,758.26 | $1, 259, 613.79 
SUE ictse oceans ciated desea haces iadlionat 62, 350, 00 | 16, 400. 00 | 55, 316. 00 134, 066. 00 
May. ..--. ; i wa yhaaaele 76, 300.00 | 13, 100. 00 52, 500. 00 141, 900. 00 
June... wis pipatdiigamsen | 114, 350. 00 9, 150. 00 50, 800. 00 174, 300. 00 





Wea db oxcncnes nip a cpl aneien ia napielaaclioaaicil | 1, 128, 101. 68 128, 403.85 | 453, 374. 26 | 1, 709, 879. 79 


FUNDS FOR ENERGY AND WHEELING CHARGES 


Mr. Puucknerr. Mr. Chairman,?I have a very short statement 
here I would like to read, a statement in support of the supplemental 
estimate for the fiscal year 1957. 

A supplemental appropriation for fiscal year 1957 for Southeastern 
Power Administration in the amount of $45,000 is needed to purchase 
firming energy and pay wheeling charges. 

Due to poorer than average conditions until recently at the John H. 
Kerr project and better than average water conditions at Clark Hill 
project, it is estimated a possible deficiency of $76,000 will occur in 
the portion of the appropriation apportioned to purchase firming 
energy and pay wheeling charges. This amount has been reduced by 
the maximum amount which it is estimated can be transferred from 
other activities. 

The actual firming and wheeling cost through March, and the esti- 
mated requirement for the last 3 months, have been reviewed. The 
estimate for April was based upon operations during the month to the 
24th and existing water conditions at the projects. 

The estimates for May and June are based upon the most adverse 
conditions at the John H. Kerr project, from a cost standpoint—low 
water—giving consideration to the present elevation of the reservoir 
and upon the most adverse conditions from a cost standpoimt—high 
water—at the Clark Hill project. 

Chairman Haypen. Has it rained since? 

Mr. Piucknett. The conditions have not changed measurably in 
the past several weeks. 

Chairman Haypen. Are there any further questions? 

If not, we thank you for your statement. 

92082—57——5 
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FisHh AND WILDLIFE SERVICE 
GENERAL ADMINISTRATIVE EXPENSES 
REORGANIZATION OF SERVICE 


Chairman Haypen. We have a supplemental estimate of $239,000 
for ““General administrative expenses, Fish and Wildlife Service.’’ 
The House allowed $75,000, a reduction of $164,000. The Depart- 
ment is not seeking restoration of this reduction. 

These funds are required to finance the administrative expenses of 
the reorganization of the Fish and Wildlife Service under the pro- 
visions of the Fish and Wildlife Act of 1956. 


JUSTIFICATION | 


The justifications will be included in the record. 
(The justifications referred to follow:) 


General administrative expenses, 1957 


Request for 3 months from Mar. 31, 1957___------ arcs : __. 1$239, 000 
Parmrenrintion to Gate. o.oo 2 Ses oe eee 5 Deiatiaocieen $852, 500 
OR Mt AML, Ole SOE nn nan mak sanwanaceaes een wae $511, 776 
Expenditures to Jan. 31, 1957_....---.------ Bee ce wis «eater iea $491, 027 
Budget éatimate next fiscal year... 2... ...-.---....<. sscua-n 2 $1,726, 000 
Employment: 

Average number current appropriations _-___-----_------ a 136 

Niimber IN VGlved GHis CUNEO. gas ow en wes ees atensan 60 


Actual employment Jan. 31, 1957_............-..---... = 135 


1 To be derived by transfer from the appropriations ‘‘ Management of resources”’ and “Investigations of 
resources,”’ Fish and Wil ‘life Service. 

2 Includes the following appropriations: ‘‘General administrative expenses, Bureau of Sport Fisheries 
and Wildlife’; ‘‘General administrative expenses, Bureau of Commercial Fisheries’; “Salaries and « 
penses, Oifice of the Commissioner.”’ 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Fish and Wildlife Act of 1956 (70 Stat. 1119) provided for the reorganiza- 
tion of the Fish and Wildlife Service. The appropriation of $852,500 for fiscal 
year 1957 does not include any funds required for this purpose. It is estimated 
that $239,000 will be required in the fiscal year 1957 to initiate the reorganization. 


EXPLANATION OF LANGUAGE 
Language provides that this amount be derived by transfer from the 1957 


appropriations, ‘‘Management of resources’”’ and ‘‘Investigations of resources”’ of 
the Fish and Wildlife Service. 


Program and financing | 
Presently Revised Difference | 
available | estimate 


PROGRAM BY ACTIVITIES 
| 


1. Departmental expenses _- : : $356, 000 | $555, 000 +$199, 000 

2. Regional office expenses - 496, 500 | 536, 500 | +-40, 000 
Total obligations __- inate ; 852, 500 1, 091, 500 +239, 000 

Appropriation _ - z | 852, 500 852, 500 ed 


Transferred from ‘‘Management of resources’? and ‘‘Investi- 
gations of resources,”’’ Fish and Wildlife Service 3 239, 000 | +-239, 000 
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Obligations by objects 























| Presently Revised Difference 
| available | estimate 
Total number of permanent positions Ph ict in Vp ne 140 | 200 +60 
Average number of all employees-_-............-..--- apes 5 136 | 157 +21 
Number of employees at end of year_.-_..........----.-...--- 140 | 200 | +60 
— — = = ——— —————— 
OL Personal services: | | 
Permanent positions ; ai ee ete $754, 400 | $878, 400 +-$124, 000 
Payment above basic rates chockerenal 18, 700 | OG OO host 4. 
1 
Total personal services _-___...--- taena eid 773, 100 | 897, 100 +124, 000 
02 Travel eed , osu 25, 700 40, 700 | +15, 000 
03 ‘Transportation of things. --_- . decent a 2, 000 | 2, 000 stl eaase bie ind 
04 Communication services ° aa decile | 17, 000 | 20, 000 | +3, 000 
05 Rents and utility services scki ach eadeineendeelea eee 6, 700 | OPO inden cette tee 
06 Printing and reproduction on ae gees Bea 4, 800 6, 800 +2, 000 
07 Other contractual services... ; . bidd ed 15, 400 | 17, 400 +2, 000 
08 Supplies and materials : Likinade settee danapgal 5, 900 | 8, 900 +3, 000 
09 Equipment ‘ ‘ seis Dibnietadh oa diene ae 1, 400 91, 400 +90, 000 
15 Taxes and assessments - she dics nla --| 500 | Det tio a 
Sema liiuedi ciate 
Total: CRU NB ses ons cain se tienda enceeens edna $52, 500 | 1, 091, 500 +239, 000 





JUSTIFICATION 

This supplemental estimate of $259,000 is requested to initiate the reorganiza- 
tion of the Fish and Wildlife Service in fiscal year 1957. The present appropria- 
tion of $852,500 does not include costs of reorganization as provided in the Fish 
and Wildlife Act of 1956 (70 Stat. 1119). 

Included in the supplemental estimate of $239,000 is $124,000 for additional 
personal-service costs and $115,000 for expenses. The estimate for personal 
services covers the salary costs of some of the additional positions provided in 
the reorganization of the Service for approximately 3 months of fiscal year 1957. 

The estimate of $115,000 for expenses covers the estimated costs to be incurred 
in connection with initiating the reorganization of the Service. It ineludes the 
costs of eanipping offices for the Commissioner of Fish and Wildlife and his staff 
and the Directors of the Bureau of Sport Fisheries and Wildlife and the Bureau 
of Commercial Fisheries and their staffs, plus travel and other expenses incident 
to the establishment of new regional offices in the continental United States and 
Alaska. Estimates for expenses necessary for the completion of the physical 
reorganization of the Service are included in the estimates for the fiscal vear 1958, 


ADMINISTRATION, DEPARTMENT OF THE INTERIOR 


Chairman Haypen. There is a supplemental request in the amount 
of $75,700 for “Administration, Department of the Interior.”’ The 
House allowed $65,000, a reduction of $10,700. T 
not secking restoration of this reduction. 

The funds are required to finance increased pay costs authorized 
by the Executive Pay Act of 1956 and expenses of the Office of the 
Assistant Secretary for Fish and Wildlife which was established by 
the Fish and Wildlife Act of 1956. 


he Department is 


JUSTIFICATIONS 


The justifications will be included in the record. 
(The justifications referred to follow:) 





ee 


= 
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Salaries and expenses, Office of the Secretary 


Raetuos.. for 12 montmaitran site Aes ok ok ect eeecten a3 5e $75, 700 
OTA RERNOOE: abe co oc dancemiwenncaaei ounce sass 2, 222, 000 
NRA RMI III lactose nminneabeilla adeaieeniniaNb alk nail Redhelbansesnisseihiaehtiai 1, 467, 332 
Be NMRN MINN TURD, SN SI a geet os si ws tases in corns ts soto II siren ee cn 1, 320, 881 





Budget estimate next fiseal year... ......2<. 22-2 tLe 1 cbc ee 6S OVO 


Employment: 


Average number, current appropriation__..............--_---- 276 
Number involved this estimate__.............._.. --- oe HS. 7 
Pee SRV RRO. IP ORE G6 os a co se elas a ks ein mee een 266 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To finance increased pay costs authorized by the Executive Pay Act. apnroved 
July 31, 1956, and expenses of the Office of Assistant Secretary for Fish and Wild- 
life established within the Department of the Interior pursuant to the provisions 
of the Fish and Wildlife Act of 1956. 

As the budget estimate for the current year was submitted prior to the enactment 
of the legislation cited above, provision was not made for the expenses covered by 
this estimate. 

Program and financing 








! 
Presently | Revised | Difference 
available | estimate 
pbc abn I - 
PROGRAM BY ACTIVITIES | 
1. Departmental direction ; | $293, 724 $300, 924 +-$7, 200 
2. Program direction and coordination : : 734, 385 801, 685 +67, 300 
3. Administrative management services______- | 1, 097, 605 1, O98, 805 +1, 200 
4. General services ete Sine . | 96, 286 96, 286 
Total obligations___..___- Joka de Li si) “ome eee 2, 297, 700 | +-75, 700 
FINANCING 
Aperopiation -...........-..- ; : | 2, 222, 000 2, 222, 000 |- 
Transferred from ‘‘Salaries and expenses, Office of Oil and | 
Gas,’’ ‘‘Salaries and expenses, Office of the Solicitor,’’ ‘‘Sala- | 
ries and expenses, Office of Minerals Mobilization’’_____....|...-.-----.-- 75, 700 +75, 700 


Obligations by objects 


Object classification Presently Revised esti- Difference 
|} available | mate | 
Total number of permanent positions ; | 301 | 310 +9 
Full-time equivalent of all other positions 2 | 2 
Average number of all employees | 276 | 283 +7 
Number of employees at end of year_ - | 285 | 292 | +7 


01 Personal services: 


Permanent positions | $1,939, 383 $1, 997, 783 +$58, 400 

Positions other than permanent 20, 000 23, 000 | +3, 000 
Payment above basic rates 8, 000 | 8, 000 

Total personal services 1, 967, 383 2, 028, 783 | +-61, 400 

02 Travel | 100, 137 104, 137 +4, 000 
03 ~Transportation of things | 300 | 300 

04 Communication services oat ; 31,051 | 31, 351 | +300 
05 Rents and utility services 900 | 900 

06 Printing and reproduction | 56, 160 57, 160 +1, 000 

07 Other contractual services. 18, 135 | 18, 635 +500 
Services performed by other agencies | 25, 000 | 25, 000 

08 Supplies and materials os ce cokaehieeeea estadent 15, 604 | 16, 104 +500 

09 Equipment , | 5, 900 | 13, 900 +8, 000 
13 Refunds, awards, and indemnities_........__-- es sul 300 | 300 

15 Taxes and assessments_- wivihaecintee oie 1, 130 | 1, 130 | 
Total obligations....._....... sisted an thts dopeecteielai | 2, 222, 000 | 2, 297, 700 +75, 000 
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Average salary and grade 


| 1956 actual | 1957 estimate | 1957 estimate 


| revised 
General sehedule grades: 
Average salary -- Xj b bteee dn ahiheheG ee dmeaden smemesietaed | $6, 852 $6, 934 $6, 928 
Average grade___ Le cai ance dede » sate GS-8.8 GS-8.9 GS-8.9 


JUSTIFICATION 


The Department is requesting a supplemental appropriation for the fiscal year 
1957 in the amount of $52,300 to cover the salaries and expenses of the Assistant 
Secretary for Fish and Wildlife and the staff attached to his Office in accordance 
with the provisions of the Fish and Wildlife Act of 1956. This act provides 
under section 3 (a) as follows: 

“There is hereby established within the Department of the Interior the position 
of Assistant Secretary for Fish and Wildlife, and the position of Commissioner of 
Fish and Wildlife. Such Assistant Secretary shall be appointed by the President, 
by and with the advice and consent of the Senate, and shall be compensated at the 
same rate as cther Assistant Secretaries. The Commissioner shall be appointed 
by the President by and with the advice and consent of the Senate. He shall 
receive compensation at the same rate as that provided for grade GS-18. * * *” 

As the act was not approved until August 8, 1956, it was not possible to submit 
a supplemental estimate for consideration prior to adjournment of Congress. 
The act provides that the reorganization of the Fish and Wildlife Service shall be 
effective within 90 days following approval of the act. In accordance with these 
provisions, the organization established provides for an Assistant Secretary for 
Fish and Wildlife to be on a level with and perform functions parallel to those of 
the other program Assistant Secretaries. The supporting staff is being limited 
to a few executive assistant and secretarial type positions comparable to those for 
other secretarial officers. 

The estimate of $52,300 provides for the salaries and expenses of the Assistant 
Secretary and his staff for one-half of the year and is detailed as follows: 


Assistant Secretary _ cn et sede inh te Se eins sc aah tach eine coat $20, 000 
GS-i6 Special assistant _ a idea a he alan “ics oranda Eee .. 12,900 
GS-14 Stall enociaist.... so. cdeeewadiest Sc aalaite alin the aa 10, 320 
1S-14 Staff specialist Sccs onside tats iccanntadaaduwediteekeete 10, 320 
GS-9 Administrative assistant - : Bt ssa iatebee ee ee a 5, 440 
GS-7 Secretary-stenographer---___.___----- ae er 5 has Ea ae 4, 525 
GS-5 Secretary-stenographer- —_—_-_-__-_- i aiadateee inna | 
GS-5 Secretary-stenographer- - ____ i 5 ate eee ; 3, 670 
GS-1 Messenger- sa Sng ts oie messin ick pak tains aecans Aianarere 5s ste 2, 690 
Total permanent ease net inact os algae ae ee ak ee 73, 535 

Deduct lapses--_ ~~ -- a aieirethe oe ia snide a ee Sales eee 38, 535 
Net Merenneieiie ee Sj os & ai eine a alee ee 35, 000 
Intermittent employment (e eueuhaelis............ .ieall deeatdautinaaneene 3, 000 
01 Personal services_________- ; : a ag er ee a 38, 000 
02 Travel . facades wise woesia Badacaias aaaouie iced _. 4,000 
04 Communication services wis a sa nln Se wwe ww are ers tarrena ME RE ee J2 300 
06 Printing and reproduction iS eae st 6 ioe ee 1, 000 
Of ; Other comtractual sat vViees: «3. 6.60 on nok ck owsiisie eal Jabeunelee 500 
08 Supplies and materials__——___- wih sis Cu ie nb nas tees eg eae 500 
09 Kquipment- -_----- : Sask tae a5 8, 060 
TOCGl Girmntionee y ... -< 2.6 os cece cece enusemuuean cue 52, 300 


The Executive Pay Act approved July 31, 1956, increased the salaries of 
secretarial and certain other officers of the Office of the Secretary resulting in 
additional costs that had not been foreseen, and this was not provided for in the 
1957 appropriation. Therefore it is necessary to request a supplemental appro- 
priation in the amount of $23,400 to cover these costs. 

The funds required by these estimates, however, are to be derived by transfer 
from unobligated balances of certain appropriations available to the Department. 
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NATIONAL GALLERY OF ART 
SALARIES AND EXPENSES 


Chairman Haypen. The House allowed the budget estimate of 
$30,000 for ‘Salaries and expenses, National Gallery of Art.’”’ These 
funds are required to cover increased costs for steam and electricity 
and wage-board increases authorized for certain positions. 


JUSTIFICATIONS 


The justifications will be included in the record. 
(The justifications referred to follow:) 


SALARIES AND ExpENSES, NATIONAL GALLERY OF ART 


Program and financing 


| | 


| Presently | Revised 
available, | estimate, Difference 
1957 1957 
PROGRAM BY ACTIVITIES | 
1. Acquisition, care, and exhibition of art objects $219, 500 | $219, 500 
2. Office of the secretary, treasurer and general counsel -- 67, 800 67, 800 
3. General administration: 
(a) General services | 204, 100 | 201, 700 —$2, 400 
(6) Maintenance and operation of building and grounds- 575, 100 | 614, 600 +39, 500 
(c) Proteetion of works of art, building and grounds.. 438, 500 431, 400 —7, 100 
Total obligations. - : 1, 505, 000 | 1, 535, 000 +30, 000 
| | | 
FINANCING | 
Appropriation __ : 1, 505, 000 | 1, 535, 000 +30, 000 
Object classification 
| Presently Revised 
| available, estimate, Difference 
1957 1957 
Total number of permanent positions__- ; ‘ 325 325 
Full-time equivalent of all other positions__- 5 | 5 
Average number of all employees 319 | 316 —3 
Number of employees at end of year 335 | 333 2 
01 Personal services: | : x 
Permanent positions | $1, 255, 650 $1, 249, 950 | —$5, 700 
Positions other than permanent | 16, 000 | 17, 000 +1, 000 
Regular pay above 52-week base- | uf . 
Payment above basic rates 20, 850 25, 450 +4, 600 
Total personal services 1, 292, 500 1, 202, 400 — 100 
02 Travel 2, 400 | 2, 400 
03 Transportation of things_- 600 | 500 | —100 
04 Communication services 11, 000 11, 200 +-200 
05 Rents and utility services 2 va | 2 
Electric current | 77, 500 85, 300 | +7, 800 
Steam | 47, GOO | 65, 000 | +-18, 000 
06 Printing and reproduction 8, 400 6, 000 | —2, 400 
07 Other contractual services 22, 875 22, 875 
Services performed by other agencies 1,100 | 1, 100 
08 Supplies and materials | 30, 625 | 31, 925 +1, 300 
09 Equipment 1, 500 1, 500 om 
10 Lands and structures : &, 000 | 13, 500 +5, 500 
13 Refunds, awards, and indemnities 500 | 500 
15 Taxes and assessments 1, 000 800 — 20) 


Total obligations_. } , 505, 000 | 1, 535, 000 +-30, 000 
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SMITHSONIAN INSTITUTION 
SALARIES AND EXPENSES, NATIONAL GALLERY OF ART 


‘‘For an additional amount for ‘Salaries and expenses, National Gallery of Art,’ 
$30,000.” 

This proposed supplemental appropriation is to cover increased costs for steam 
and electricity and wage-board pay increases authorized for certain positions. 


NATIONAL GALLERY OF ART, 
March 15, 1957. 

Memorandum in explanation of the request for a supplemental appropriation: 

There is attached a tabulation in justification of a supplemental appropriation, 
applicable green sheets, and a supplementary statement ‘“‘Oboigations, fiscal year 
1957,” which might be helpful in understanding the problems confronting the 
gallery. Also there is attached a copy of letter of February 14, 1957, from the 
General Services Administration giving its revised estimate for the cost of steam 
used to heat the gallery building during the current fiscal year. This is the first 
year that the gallery has been required to include in its budget the estimate of 
GSA covering this item. 

For reasons well understood, the gallery is endeavoring to maintain its estab- 
lished level of operation with an average of 15 of its 325 authorized positions 
remaining unfilled for the full year. The withholding of appointments to any 
additional positions that might become vacant during the remainder of the 
current year—and few, if any, are anticipated—would meet only a small portion 
of the unforeseen additional costs of steam, electricity, and wage-board salary 
increases, items over which the gallery had no direct control. 

With respect to the 1957 estimates as shown in the 1958 budget document the 
gallery is already absorbing increases totaling $16,600. 

The gallery operates on a very close budget, and we believe under a well- 
managed financial program. Under the circumstances cited above, the gallery 
could do no other than to present its financial situation to the Bureau of the 
Budget for submission to the Congress. 





NATIONAL GALLERY OF ART 
JUSTIFICATION FOR 1957 SUPPLEMENTAL APPROPRIATION 


Increased costs for the following items, not subject to administrative control, 


necessitate an additional appropriation for fiscal year 1957 in the amount of 
$30,000: 


Wage board increases (explanation attached)__.______._.__.____-_---- $8, 200 
ReGONEte CHINPNG. . 4.2 n05+aknk=-- tee eee ee 
On the basis of 1956 obligations, $77,500 was budgeted for this 
item in 1957, but due to unforeseeable rate increases, the annual 
requirement is now estimated at $85,300—a total increase of $7,800 
with $4,000 of this amount being absorbed. 
Steam... _-- sigicinh tha sek segura amea oc ee cs 2k eo -. 18,000 
On the basis of quantities used and applicable rate for the first 7 
months of this vear GSA now estimates the total cost of this item 
will be $65,000—an increase of $18,000 over their estimate of $47,000 
included in the 1957 annual appropriation of the gallery. 
Estimated supplemental, 1957 30, 000 


This request for an additional $30,000 contemplates the absorption of other 
increases, as listed below, totaling $16,600. The saving required to cover these 
items is being effected as follows: 


(1) By leaving positions vacant (the 1958 budget document estimated 
a lapse of 11.5; whereas, employment is being limited to effect a 
lenee: Of: 14s Qi acce at in ncethinntinie te dae eine ee deaead $13, 800 


(2) By reducing printing requirements. - --. =... -.52..2.-4-sLssseee 2, 400 
(3) By other niwceldnectin redueieng. ooo. sa ee ee 400 


Total estimated savingpes: 2.2266 oda ace od Ba eee 16, 600 
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Other increases being absorbed 
01 Personal services: 
intermittent onipuryrment. 607 2 2 0) eee ee $1, 000 
Overtime and holiday pay (this year Government employees 
were granted 2 additional holidays not provided by law— 


1 extra day at ‘Christmas and Inauguration Day)___-----_- 4, 000 

Night EOINONN RO ri i lS kesibnke See eee ate 600 

02 Communication services____.______--_- Soa = 200 
05 Electric current (of the total increase of $7, 800 due to higher ré ates, 

$4,000 is being absorbed) ___ 4, 000 


08 Supplies and materials (due to increased price es for. oper ating ‘and 


maintenance supplies) __------- este bead od phils a 1, 300 
10 Lands and structures ($8,000 was ‘prov ided in the 19: 57 ‘budget for 
the conversion of an elevator to passenger operation. The best 
price received as a result of competitive bidding was $13,500— 
this has been determined to be a reasonable price in the present 
market and experts at the Public Building Service are of the 
opinion that future bids may be less favorable) ___..__..______- 5, 500 
Total increased costs being absorbed________-____ Ad «. rsa ‘16, 600 


EXPLANATION OF WAGE-BOARD INCREASE 


Upon completion of a wage survey in November 1956, wage-board rates were 
increased an average of approximately 12 cents per hour. The new rates were 
made effective at the gallery December 2, 1956, subject to the availability of funds. 
Due to insufficient funds, employees have not been paid at the new rates. 

Of the 102 positions under wage-board rates, only 56 employees will realize 
increases under the new rates (the remaining employ ees being in higher rates saved 
to them at the time they were converted from CPC rates to prevailing rates). 
The total amount required for this purpose during 1957 is $8,200. 


Obligations, fiscal year 1957 











| Personal | Electric Steam (| Other | Total 
| services | current objects 
Actual: | 
ake Eauitdhbaidicncgusida<tiewonnuas $108, 489 | CORED hos ndseetesu $9, 587 | $127, 065 
August ia aad a at ta aah Jum oan 111, 834 | 8, 324 $4, 600 | 11, 303 | 136, 061 
September sit aciokeimhanko sibce ec ied 98, 367 Se tla 4,049 | 111, 616 
NE es ececacnawe { 109, 935 | 7, 850 15, 200 | 6, 034 | 139, 019 
EUONIIO. - oc ceemcccce ssn eiccaee 110, 620 7  Vesod tance 7,701 125, 660 
December-...------------- anirameacieal a 65 leon 4,197 115, 406 
SUNY $5553. 2s icesdesia Todd 114, 683 5, 668 20, 400 6, 307 147, 058 
February.-_- 101, 251 Date tawasecna 12,126 | 108, 550 
Increases applicable to July ‘through | 
January but not in above obligations SS/00") 25: ste 996/400" 10.424. ; 18, 900 
Estimated: | 
| PIES ER Ree ee ee eee 104, 646 One Ixacnc.- | 6, 646 | 116, 935 
ee Oe Sn enews mare ee 109, 100 | 6, 190 9, 400 48,010 132, 700 
BEN ho Noe SS Ss locates 115, 710 6, 630 |...... al #19, 890 142, 230 
GUN. FE SS pa he wighbue weed woke 99, 390 | 4 ee 6, 450 | 113, 800 
Total estimated obligations .---| 1,292,400 85, 300 65, 000 92, 300 | 1, 535, 000 


Sepseertaiion Ovens. 02. 5 os cad rial Rises. Bi dcangketa Uae t Pe decassdal 2: 008, 000 


Estimated supplemental cp asia as sii | 30, 000 


! This figure is unusually low due to the cancellation of a prior obligation of $2,400 made in July for book- 
binding. New obligations in February amounted to $4,526, which, when offset by this cancellation, re- 
sulted in the net figure as indicated, $2,126. 

2? Wage-Board rate increases were made effective Dec. 2, 1956, subject to the availability of funds. The 
obligations shown for December, January, and February do not included the portion ($3,500) of the increase 
applicable to these months. Actual obligation of this amount will not be made until supplemental funds 
are available. 

3 Reimbursement to GSA for steam is made in advance at the beginning of each quarter fn an estimated 
amount proportionate to the total amount available. Adjustment of the amounts reimbursed is to be made 
in the last quarter on the basis of actual rates and quantities. The $15,400 figure shown is the portion of 
this adjustment (as currently estimated by GSA) which is applicable to the period covered by the actual 
obligations, July through February. 

4 $1,500 of this amount is for the printing of 69,009 of the general information booklets on the gallery. This 
quantity is required for distridution ia June of this year and for a sufficient time (2 months) into fiscal year 
1958 to ena>le the Government Printing Office to make delivery on a printing order to be placed July 1. 

§ $13,500 of this amount is for modification of an elevator to passenger operation. 


' 
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INDIAN CLAIMs COMMISSION 
SALARIES AND EXPENSES 


Chairman Haypren. The House allowed the budget estimate of 
$7,700 for ‘Salaries and expenses, Indian Claims Commission.” 
These funds are required to finance that portion of the increased pay 
costs granted in the Federal Executive Pay Act of 1956 which cannot 
be absorbed. 

JUSTIFICATION 


The justifications will be included in the record. 
(The justifications referred to follow:) 














Program and financing 
"I oh | 
Presently Revised | Difference 
available estimate 
mei anni ceanicen ciapinaniapiidia nunca acmndneaae aati ae cad en Comte anaisiees 
PROGRAM BY ACTIVITIES | | 
Hearing and adjudication of Indian claims (total obligations) -| $124, 600 | $132, 300 +-$7, 700 


FINANCING | 
Appropriation - _- — 124, 600 124, 600 





























Proposed supplemental due to executive pay increases... ___- |--- 7, 700 +7, 700 
Obligations by objects 
aid a ae . 
Presently Revised Difference 
available estimate 
Total number of permanent positions_ appeicauceweial 14 14 
Average number of all employees- -- ‘ : a 14 14 | 
Number of employees at end of year. ----- Sioa aitl 14 Be Rianne 
01 Personal services: Permanent positions (total personal 
services) -- ae ; eS aa eee : $118, 190 $127, 190 +$9, 000 
02 Travel..--- x . b Ab chckweioh 3, 600 2, 400 —1, 200 
04 Communication services ; F ésnk i ania 750 Be Pin cickpet ahthosdtee 
06 Printing and reproduction- ; ame 200 ie ek oh tein 
07 Other contractual services -citiedebasmandl 380 | 380 ‘ 
Services performed by other agencies __.. ‘ dad 50 BP Ehud ndecasGarn 
08 Supplies and materials a ; 400 | GE ices scans a 
09 Equipment . ; 680 | 580 —100 
a ee ee nee | 350 ee 
Total obligations __ - . scm rece aaa 124, 600 | 132, 300 +7, 700 











House Document No. 115 


“TnNpDIAN CLAIMS COMMISSION 
“SALARIES AND EXPENSES 
“For an additional amount for ‘Salaries and expenses’, $7,700’’ 


The cost of pay increases authorized by the Federal Executive Pay Act of July 
31, 1956 (70 Stat. 739, 740), totals $10,100. This proposed supplemental appro- 
priation is to provide funds to finance that portion of the increased pay costs 
which cannot be absorbed without seriously curtailing the work of the Com- 
mission. 

On August 18, 1956, this appropriation was reapportioned on a basis which 
indicated the necessity for a supplemental estimate, pursuant to section 3679 of 
the Revised Statutes, as amended. This action was reported to the Congress by 
the Director of the Bureau of the Budget on that date. 


ae ee 
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STATEMENT IN JUSTIFICATION OF SUPPLEMENTAL APPROPRIATION To Meer 
INCREASED Pay Costs In 1957 UNDER FEDERAL EXecuTIVE Pay Acv or 1956 
(70 Strat. 739, 740) 


The amount of the inerease in the salaries for 1957 for the 3 Commissioners 
under the act mentioned is $10,100. 
The allocation of the 1957 appropriation of $124,600 is as follows: 


In 1957 Difference, | 1957 revision 
printed inerease (+-) for 1958 
budget or de- printing 


crease (—) 


01 Personal services oh $118, 286 — $06 $118, 190 
Other objects-- ; a 6,314 +96 6, 410 
Total. ‘iis : seid 124, 600 0 124, 600 


The allocation of 1958 estimates as revised to include an additional amount 
for 1957 to cover the pay increases is as follows: 


In 1958 Difference, Require- 
} printed imerease (+) ments, 
budget or de- present 
crease (—) estimates 
01 Personal services $118, 190 +$1, 390 $119, 490 
Additional required ___ 9, 000 —1, 300 7, 700 
01 Personal services 127, 190 0 127, 190 
Other objects-_---- | 6, 410 —1, 300 5, 110 
Total_ 133, 600 —1, 300 132, 300 


The average number and present payrolls of employees are: 


Ge positions... .......... ah ana ement mene é _ ll $2, 844. 83 
Unclassified (Commissioners) (semimonthly) --_-----------~- 3 2, 270. 83 
T0G. .= = ; a eet a a te aa = 14 
Of the appropriation of $124,600 for 1957, the amount available for per- 
sonal services, after allocating $5,110 for other objects, is_ -- ae 119, 490 
Deducting personal services at former rates ied Ee 117, 090 
The increased costs which can be absorbed is_________.._---~- 2, 400 
hen nn: hen 9 Se te NES oo Sore epee eens en 10, 100 
munotin® 66-De GbeOrbea = == = = <2. 2.5 <5 cues ei 2, 400 
Additional amount needed__.- 5g aaa oP a ene cat tarnarsghn terR 7, 700 


The amount of $2,400 available for increased pay costs results from a saving 
of $1,100 through a lapse in a GS-3 position, and leave without pay and a lower 
rate in 2 GS-6 positions, and a saving of $1,300 through reductions in travel 
($1,200) and equipment allocations. 

The additional funds will be needed for personal services rendered by the three 
Commissioners during this fiscal year, and the item cannot be postponed to 1958. 
Lack of the amount needed would mean leave without pay to equal such amount. 

No change in the present number of 14 positions, or in the printed program 
and performance statement, is involved in the additional amount needed. 
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ScHEDULE ON SUPPLEMENTAL APPROPRIATIONS AND REVISED ESTIMATES 
Salaries and expenses, Indian Claims Commission, Feb. 11, 1957 


1. Present appropriation or estimate 


' oe eee a __. $124, 600 
2. Additional amounts available See a a ae 
3. Total amount available crabs, Sania eae 9 124, 600 


4. Apportionments: 

lst. quarter: wou ss . ee SEC ied aie Ad eee 33, 675 
2d quarter Situ autiete seeciikatietiselie pe BET a tia 33, 675 
3d quarter be ee ereeSs 33 fe) Tine ors Seare 33, 675 
{th quarter _ anes ' Via dent cea 23, 575 
Budgetary reserves 


5. Total apportionment and reserves___ ; alae oe aay eel 600 
6. Obligations: 
ist quarter (actual) sie eee aes 31, 734 
2d quarter (actual) __ = ja 33, 336 
3d quarter (estimated) __- Z 32, 865 
ith quarter (estimated) _ : 34, 365 
7 Total actual and estimated obligations___ s - 0 a 300 
8. Less total amount available________ 2 oa -... 124, 600 
9 Estimated supplemental required _ - aia 2 nS if 700 


10. Estimated supplemental included in latest budget 


J1. Date needed: For obligation, May 15 to June 30, 1957, for e xpe »ndi- 
ture (same). 


12. Kstimated expenditures from supplemental: 


9, 000 


In budget Revised 
In current fiseal year ‘ 23, _. $9, 000 $7, 700 
In next fiscal year___-___- set seed 1g a 

After next fiscal year : Lee 3 Yao x 
Total ; ag 2 =a 000 7, 700 

13. Actual obligations last 3 months: 

November a bk : seo ,.a 11, 249 
December _. : z Sia «soa toca eel 11, 080 
January Poet eA EEE 3b nes Se 11, 226 


DEPARTMENT OF AGRICULTURE 
ForEST SERVICE 
CONTROL OF FORESTS PESTS 

Chairman Haypen. The House allowed the budget estimate of 
$800,000, to be derived by transfer, for “‘Control of forests pests.” 
These f Is are r ired sin, deans A \ ie aerh orks 3 of | teas lane 

ese funds are required to control infestations of budworms and 
southern-pine beetles that have been revealed by recent surveys. 

JUSTIFICATION 


The justifications will be meluded in the record. 
(The justifications referred to follow:) 


ST 


Arete 
a 


| 
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Program and financing 


Presently Revised 
available, estimate, Difference 
1957 1957 


PROGRAM BY ACTIVITIES 


1. National forest protection and management: 
(a) Resource protection and use_________- _....| $41, 585,750 | $41, 585, 750 |___- 
(b) Resource development- --_. -- <= SP Bi aire Sgr 2, 715, 000 2, 715, 000 |____- 





Total, nationa! forest eee and management | 44, 300, 750 44, 300, 750 | ._- 
2. Fighting forest fires. _........-_- bina Senco ead 5, 250, 000 1 5, 250,000 |_--- 





3. Control of forest pests: 








(a) White pine blister rust control__....._____- | 2, 734, 000 2, 734, 000 |__ 
(6) Forest pest control_______- = iat 2, 386, 000 3, 186, 000 _+$800, 000 
Total, control of forest pests.._.....-.-.- sata 5, 120, 000 5, 920, 000 +800, 000 





4. Forest research: 














(a) Forest and range management research .___.......- 5, 182, 816 SOOO foo cccons 
(6b) Forest-protection research __- dished ; 1, 711, 222 1, 711, 222 | 
(c) Forest-nroducts research_ _ -- : 1, 679, 801 1, 679, 801 
(d) Forest-resources research. -_........-...-.-.-..- 1, 426, 161 | 1, 426, 161 | 
' a _ 
Total, forest research - nba ; | 10, 000, 000 10, 000, 000 | 
Total obligations________- Sale ‘ 64, 670, 70 | : ~ 65, 470, 000. ; 7. ~ +800, “000 
FINANCING 
Total appropriation gehen se ---------------| 64,670,750 | 64,670, 750 
PNET UNIRUNIOTD  on on eeirnersd cdessw a= daachrahie sxe =bn arene Sh cnekre : 
Transfer from other appropriations Sh brag ae ae : 800, 000 +800, 000 
| 


1 Excludes $6,500,000 inant in H. Doe. 115. 


For an additional amount for ‘‘Salaries and expenses’’ as follows: 

“Control of forest pests,’ $800, 000, to be derived by transfer from any appro- 
priation, for the fiscal year 1957, available to the Department of Agriculture for 
salaries and expenses (exclusive of such appropriations which include funds for 
grants): Provided, That the limitation under this head in the Department of the 
Interior and Related Agencies Appropriation Act, 1957, on the amount available 
for carrying out the Forest Pest Control Act, is increased from ‘$2,386,000’ to 
‘$3,186,000° ”’ 

The need for control of budworms and southern- pine beetles has been revealed 
by recent surveys. These infestations which are located in forests of several 
States are causing severe and widespread damage and unless control measures 
are applied in the spring or early summer of 1957, indications are that even 
greater insect populations will be encountered next season. Delay in applying 
control measures will increase damages to and loss of valuable timber resource 
and also increase the cost of ultimate control. In addition, these infestations if 
left uncontrolled will impair the important watershed and recreation values of 
forests and intensify the fire hazard. In accordance with previous practice, the 
Federal Government will bear a portion of the cost of controlling infestations on 
State and private lands and the proposed transfer of $800,000 is for this purpose. 


2. CONTROL OF FOREST PESTS 


Recently compiled fall surveys reveal that black-headed budworm in northern 
Idaho and western Montana, spruce budworm in southern Idaho, jack-pine bud- 
worm in Minnesota and Wisconsin, and the southern pine beetle in Great Smoky 
Mountain National Park in North Carolina and Tennessee have reached an in- 
festation intensity that is cs vusing severe and widewpread damage. Unless control 
is undertaken during the spring and early summer of 1957, geometrically enlarged 
insect populations will be encountered the following season. Delay in combating 
these outbreaks will increase timber losses and the cost of ultimately bringing the 
epidemics under control. Timber already destroyed and in danger of loss totals 
3.4 billion board-feet with a stumpage value of $75 million. In addition to losses 
of merchantable timber in the loss of associated young growth that is essential to a 
continuous future supply of timber plus the intangible but important watershed 
and recreation values that are impaired when forests are damaged from any cause. 
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These enlarged and intensified upsurges in insect outbreaks demonstrate again 
the unstable character of the insect problem. Experience has repeatedly shown 
that insect populations are subject to sudden and substantial fluctuation. There- 
fore, it can be expected that the size of a control job will at all times not coincide with 
financial estimates that of necessity must originate many months in advance of 
need. Provision must be made for reexamination of the pest situation as late in 
the year as seasonal conditions will permit, to adjust work plans and finances to 
the control problem at hand. 


(1) For control of an outbreak of black-headed budworm—Kaniksu National Forest 
and Glacier National Park on the Idaho-Montana border (a new project), $30,000 


The development of this infestation was not apparent until surveys were com- 
pleted this fall. No other infestations of this insect are known to exist in northern 
Tdaho and western Montana. As infestations of leaf-feeding insects go, this one 
is in its infancy, involving 12,500 acres of hemlock timber on national forest and 
national park land. However, studies indicate that it is on the upward trend and 
that defoliation will increase in severity and extent during 1957. The damage 
potential is great because of the large volume of susceptible trees adjacent to the 
infestation. The plan is to initiate control action in the spring of 1957 and curb 
the infestation while the outbreak is still small. 


(2) For control of an expanded outbreak of spruce budworm on the Payette, Boise, 
Challis, Salmon, and Targhee National Forests of southern Idaho, $540,000 

At the time 1957 appropriation estimates were prepared, this outbreak, part 
of which adjoins 1,369,000 acres successfully treated in 1955 and 1956, was under 
observation. At that time there were indications that natural factors might hold 
the infestation in check. Control action was, therefore, deferred 1 year to observe 
carefully the course of the infestation. Unfortunately, it did not subside. It 
got worse instead of better; in fact it got so much more intense and widespread 
that unless control is undertaken in the late spring and early summer of 1957, 
heavy damage will occur. A large amount of timber will be killed or weakened 
to the extent it will be subject to extensive quick killing by bark beetles. The 
presence of many dead trees intensifies the fire hazard. Large and costly fires 
frequently follow insect attacks. Heavy burns lead to serious watershed deteriora- 
tion and downstream flood damage. 

A total of 532,000 acres, 99 percent of which is federally owned, is involved in 
the area under heavy budworm attack. An estimated 1.8 billion board-feet of 
fir timber are threatened. 


(3) For Federal aid in control of the jack-pine budworm in Wisconsin and Minnesota 
(new project)—F ederal share, $180,000 

The jack-pine budworm has been troublesome in the Lake States for several 
years. Heretofore, it has developed to dangerous population densities several 
times and in several places, then subsided before severe damage occurred. The 
current outbreak is not following this pattern. For reasons as yet unknown, the 
attacks show no signs of abatement. Severe defoliation is taking place to the 
extent that tree mortality is common. 

State, industrial, and Federal entomologists have been carefully observing and 
studying recent outbreaks. As a result they are convinced the current infesta- 
tions will not subside from natural causes before infesting additional timber and 
causing widespread tree killing. Chemical control during May and June is 
proposed. 

The States and owners are prepared to finance 75 percent of control costs and 
the States have applied for Federal aid for the remaining 25 percent, under pro- 
visions of the Forest Pest Act of 1947. 

The scope of these two control jobs is as follows: 











Wisconsin Minnesota | Total 
— — — _ i ee ee ee ee ——e | — —_ Be ———— 
Acres involved Eu erat 220, 000 | 120, 000 | 340, 000 
Amount of timber threatened j ...-million cords 3.4 1.6 | 5 
Value of timber threatened -...- iwtemaed ......-million $10 $5 $15 
Cost of control_- eee ea sere aaclenae eaten $464, 000 $256, 000 | $720, 000 





Federal share- ‘ ; : eae ; $116, 000 | $64, 000 $180, 000 
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(4) For expansion in control of southern pine beetle on Great Smoky National Park 
(Depariment of the Interior), $50,000 

Due to the climate and natural factors prevailing during the 1956 season, out- 
breaks of the southern pine beetle have been more severe than expected in the 
Southeastern States and especially so on the Great Smoky National Park in North 
Carolina and Tennessee. This bark beetle is one of the most serious and damaging 
forest insect pests in the Southern States. It produces several broods of insects 
each year. 

Outbreaks of southern pine beetles were known by Park Service officials early in 
1956 and measures for control that were adequate at that time were carried out. 
However, the outbreaks increased rapidly during the latter part of 1956 and heavv 
tree losses occurred in intensively used scenic and recreational areas. 

Drought conditions in this area have generally weakened the trees. This factor 
combined with unbalances in natural control factors have caused this insect to 
spread and intensify to epidemic proportions, calling for additional control 
measures before the next generation of beetles emerges in progressively expanded 
numbers to attack more trees. 


(5) Effective methods of control 


Effective methods of control are available for combating the foregoing pests at 
reasonable costs. Aerial spraying for budworm control costs between $1 and 
£3.10 per acre, depending on the character of the terrain, distance aircraft must 
ferry from an airstrip, and the size and shape of treatment areas. Bark beetle 
control by chemicals applied by ground equipment costs between $0.50 and $4 
per tree depending upon tree size and location. 

Previous control work has been fully effective on the areas receiving treatment. 
The principal problem is in keeping control abreast of pest upsurges and expan- 
sions of outbreaks. 

Budworm control is possible only during the time larvae are feeding. The larva 
feeding period is late spring and early summer. It varies each year with varia- 
tions in weather. Spray work may start as early as mid-May and may extend 
to mid-July. 

About 90 percent of the cost of budworm control goes into purchase of insecti- 
cide, transporting it and in applying it by aircraft. These jobs are contracted 
and contracts should be prepé aaa several months in advance of the start of spray- 
ing operations to secure maximum economy and efficiency. 

The application of a chemical mixture containing ethylene dibromide to the 
infested tree has proved very effective in killing the southern bark beetle in all 
stages of development. 


(6) Summary of additional needs 


(a) Black-headed budworm in Idaho and Montana (new project) - _. $30, 000 
(b) Spruce budworm in southern Idaho____- _ 540, 000 


(c) Jack-pine budworm in Wisconsin and Minnesota (new coope rative 
projects) Wwidasci Jt OO eao 


(d) Southern pine beetle on Great Smoky National Park _ _ S28 asc) \SOPE08 


ie) See ee ees bo ee Jee Se ee e 800, 000 


STATUS OF EXISTING CONTROL PROJECTS 
Colorado 

Umcompaghre, San Juan—Bark beetles, $102,000.—The funds for this project 
were provided primarily for maintenance control and mopup or remaining hot 
spots in the Colorado spruce bark beetle project on national forest land. Chemical 
control measures were applied to over 13,000 infested trees in areas that were 
isolated and inaccessible to logging. Control by logging through commercial 
sales was used wherever possible. Logging, when it can be used, not only is itself 
an effective measure in reducing insect broods, but it utilizes dead, damaged, and 
threatened timber, capturing values that would otherwise be lost. Included in 
contro! measures were an additional 9,000 trees heavily infested with Black Hills 
and Douglas fir bark beetles. These were in small projects treated to prevent 
buildups to major projects. 

At the present time bark beetles have not built up to epidemic proportions 
on a recent blowdown of spruce timber on the San Juan National Forest. How- 
ever, the blowdown areas are being carefully watched and if a heavy infestation 
of bark beetles develops, prompt control measures will be needed in fiscal year 
1958 to avoid a major control project. 
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Montana and northern Idaho | 


epidemic which has persisted since 1952 in Montana to mop up isolated hot spots 
and areas not accessible to salvage logging. The most active infestation centers 
are the Lolo and Kootenai National Forests. | 
It was possible to make a saving of $43,000 by doing more control through i 
salvage logging in accessible areas. This saving was redistributed to the spruce ti 
budworm control project in Montana. 
Spruce budworm, $588,500.—The budget for fiscal year 1957 contained an item 
of $530,000 for spruce budworm control in Montana-north Idaho to spray between 
700,000 and 800,000 acres, depending on costs and the acreage of Federal and 
participating non-Federal ownerships in the units to be sprayed. Surveys made 
in late 1956 call for additional funds that will be available from the savings 
developing in other projects 
Late fall surveys show there has been a sharp increase in the magnitude and 
severity of the spruce budworm infestation on the Helena, Gallatin, Deerlodge, 
and Lewis and Clark National Forests. Relatively small individual areas of 
infestation have increased in acreage to include all Douglas fir type within the 
boundaries of the infested area which now occurs as practically a solid block of | 
j 


1 
. olin : ‘ 7 Wi 
Engelmann spruce beetle, $247,000.—Control work was continued on this major | \ 


infestation, involving portions of four national forests as well as State and pri- 
vately owned lands that are intermingled. 

Since the original aerial survey in 1951, which showed 1,166,000 acres infested, 
there is now a total gross acreage of 3,544,000 infested acres. <A total of 368,000 
acres were sprayed in 1955 and 885,000 acres were sprayed in 1956. 

The following program is planned for 1957: 








CPs . | 

| Federal | State Private Total 1 

| | 

; cs d vr Ppa eyes | 
Acres... .- | 662, 267 | 12, 394 | 139, 509 814, 170 | 

Percent... ._-- ; | 81. 4 | 1.5 | 17.1 100 

wa ‘i 2 — sip hiabiiplennctmubihins bebieiiinde Daneel Dh ciiaiciniginccnie 

] 


During the past 2 years the Federal Government has financed the total cost of 
spraying federally owned land, and one-half the cost of spraying State and 
privately owned lands. The last two sessions of the State legislature have : 
appropriated funds to pay half the control costs on State-owned lands. Private 
landowners have been contacted and requested to pay half the cost for spraying 
their infested forest lands. It is not proposed to undertake control on any unit 
outlined for treatment until contributions of half the control cost on substantially 


all non-Federal ownerships is assured. 
An overall plan was set up in 1954 to bring this big infestation under control. 
The plan contemplated a control program to cover the total infestation by large 
entomological units over a period of 3 years. However, as the many private 
landowners were not at that time inclined to share costs, this systematic approach 
was not possible. As a result, smaller control units were established on the basis 
of being entomologically feasible and principally federally owned. The Forest 
Service and the State forester have jointly agreed on the selection of the 1957 units 
to prevent spread and to spray lands primarily Federal or where cooperation is 
forthcoming. If State and private participation develops, the portion of the 
3! million acres remaining after the proposed 1957 units are sprayed will be 
planned for control during the next 2 years. In consideration of available planes 
and operating problems, the program might have to extend over 3 years. It is 
not feasible to spray the entire area in 1 year due to the limitation in numbers of 
available airplane equipment of the type suited to mountain spraying. 
The loss in tree growth, since the onset of the infestation, converted to rough- 
milled lumber at $70 per thousand board-feet, exceeds $35 million. This figure 
does not include the intangible losses, actual and potential, such as subsequent 
attacks by other forest destroying insects, fire, and impairment of recreational 
values. The heaviest loss to our forest resources can be assigned to the killing of 
trees in the younger age class that represents the available inventory of merchant- 
able timber in the future. It is estimated that the spruce budworm has caused 
a loss of $335,000 annually in Christmas tree industries. It is conceivable that 
the infestation could spread to the entire host timber type that would involve a 
longer treating period, as happened in the State of Oregon where control programs 
were successfully carried on each vear from 1947 to 1955. | 
The value of eastern Montana fir has increased greatly during the last 2 years, 
Douglas fir represents two-fifths of the timber resource of an eastern Montana 
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industry estimated at 80 million board-feet annually. Stumpage values for fir 
in eastern Montana are now $5 to $7 per thousand board-feet. All this fir is 
subject to potential infestation and damage. 

It is significant that the threatened Douglas fir forests are astride the Conti- 
nental Divide at the headwaters of the Columbia and Missouri River Basins. 
This in itself is cause for considerable alarm as the greater part of the terrain 
involved is best adapted to the production of trees and water. 


Southern States 


Pine beetles, $187,500.—Drought conditions continue to be favorable for the 
development of buildups of epidemics of the southern pine, the turpentine, and 
the Ips bark beetle, with the southern pine beetle the major tree killer. Control 
projects on national forests, and on private lands where financial cooperation 
can be obtained, are being carried on to reduce epidemics while they are small. 
Surveys in the late fall of 1956 indicated insect populations were on an up trend. 

As a result of expanded use of logging in the control of these insects, it was 
possible to effect a saving of $12,500. This saving was redistributed to the 
Montana spruce budworm project. 


Utah 


Pine bark beetles, $81,500.—The infestation of western pine beetles on the Dixie 
National Forest in Utah and on the adjoining Bryce Canyon National Park 
increased sharply in 1956 with more funds being required to do the control job. 
The amount budgeted is greater than originally contemplated by $51,500. 


California 


Small projects, $75,000.— Additional outbreaks of bark beetles, and the Tussock 
moth made necessary an increase of $40,000 for a total of $75,000 to finance the 
urgently needed small projects. 

Eastern States 

Oak wilt control, $25,000.—Oak wilt disease is responsible for heavy losses of 
oak trees over wide areas in the Eastern States. The Federal Government is 
cooperating with the States of Pennsylvania and North Carolina on a basis of 
25 percent Federal participation for the total cost of the project. Other States 
may request similar aid. 

Miscellaneous 


Forest Service small projects, precontrol and postcontrol work, $278,500.—These 
projects during fiscal year 1957 involved control work on infestations detected in 
the early stages of development which require prompt treating while infestations 
are small. The projects are scattered across the Nation on various national 
forests and in some instances on non-Federal lands were appropriate financial 
cooperation by the non-Federal landowner is provided. The funds in this item 
also provide for project planning and followup inspections to measure the effec- 
tiveness of control work and the need for mopup action. These projects involve 
bark bettles and defoliators in plantations, highly used recreational areas, and 
in small outbreaks in commercial stands. 

A saving of $91,500 in this item was redistributed to finance control work in 
Utah and California. 

The following table shows the allocation of forest-pest funds by projects during 
fiscal year 1956 and the original estimates for fiscal year 1957 with proposed 
revisions as herein explained: 
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Obligations, forest-pest control, fiscal year 1956 and estimates for fiscal year 1957 











Presently | Revised | 
Project Actual 1956 available | estimates | Difference 
1967 «=| 3861957 
| | | 
Colorado-W yoming-South Dakota: Pine bark | | | 
beetles __ 5 a 7 $701, 044 | $105, 000 $102, 000 — $3, 000 
Montana and northern Idaho: — 
Spruce beetle ame ad 7 358, 442 | 290, 000 247, 000 —43, 000 
Spruce budworm gekcecduaa i 778, 434 530, 000 | 588, 500 | +58, 500 
Black-headed budworm.--.._........-...-. ; . - ‘ 30, 000 +30, 000 
Southern Idaho: Spruce budworm ___. 433, 112 60, 000 600, 000 | +540, 000 
Southern States: Pine bark beetles_______ 195, 589 200, 000 187, 500 | —12, 500 
2 tah: Pine bark beetles me 121, 268 30, 000 81, 500 +51, 500 
California: Pine bark and cone beetles..________| 33, 116 | 35, 000 75, 000 | +490, 000 
Eastern States: Oak-wilt control._...._.._- a 15, 953 | 25, 000 25, 000 |...-... 
Wisconsin: Budworm project_..............- a. ; oe 116, 000 +116, 000 
Minnesota: Budworm porject.................. Ee eee ih cbhhSdeonbs 64, 000 +64, 000 


Miscellaneous: 


Department of the Interior projects. .._.___! 6A, 297 | 60, 000 156, 000 | +96, 000 
Forest Service small , SAE, precontrol | 





and postcontrol.............. 321, 502 | 416, 000 278, 500 | — 137, 500 
Subtotal control projects ie dice . 3, 022, 757 | 1, 751, 000 | 2, 551, 000 +-200, 000 
Detection and appraisal survey - - -- i 412, 999 | 635, 000 | GHG) GSS bio cc uci... 
Unobligated balances............_- oa SS a a 


Total..... to : : eis 3, 537, 500 | 2, 386, 000 ie 186, 000 | +800, 000 





ACQUISITION OF STRATEGIC METALS 


STATEMENT OF HON. GORDON L. ALLOTT, A UNITED STATES 
SENATOR FROM THE STATE OF COLORADO 


GENERAL STATEMENT 


Chairman Haypen. Senator Allott, we will be pleased to hear from 
you. 

Senator Attorr. Mr. Chairman, I do not wish to take up the time 
of the committee unnecessarily, nor to belabor a point of view which 
I am sure the chairman of this committee is more acquainted with than 
any one of us, and I am sure that the chairman of the committee has 
a sympathetic outlook toward this matter of appropriations to im- 
plement Publie Law 733 of the 84th Congress. 

However, in order that the record may be clear, I would like to at 
least repeat the main things which were earlier discussed on April 18 
before the Senate when we were at that time considering the urgent 
deficiency appropriation with respect to the moneys which have been 
cut out of the urgent deficiency appropriation and which were author- 
ized by Public Law 733. 

Mr. Chairman, this is a matter which I consider to be one of keeping 
faith with the miners of our State and the miners of the West. 

When we passed Publie Law 733 in the 84th Congress, we in effect 
said to them, ‘‘We intend to come up with a program which will keep 
tungsten and these other critical materials going.”’ 


INVESTMENTS IN MINING EQUIPMENT 


Now, we have not done it. People in Colorado and in the West 
generally have invested hundreds of thousands of dollars in mining 
equipment, in the repair of mining equipment, in compliance with, 
aid dependence upon Public Law 733. They found themselves in a 
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position where, although thev invested their money, Comers has 
not appropriated the funds. 1 simply want for my part to make the 
record abundantly clear. I believe that if Congress is to keep faith 
with these people, it must appropriate this $30 million, or try to work 
something out in this pending conference committee. Further, Con- 
cress should appropriate the $40 million for 1958, if the Interior 
Department has not presented to Congress by that time a permanent 
program for strategic minerals. 

One other point is all I desire to emphasize at this time, is as 
follows: 

This is one of the greatest conservation measures that this Senate 
or this Congress could pass. You cannot open up a mine, abandon it, 
and then reeapture it 5 or 10 years later. In fact, you may never 
recapture any part of it. You cannot recapture the know-how. 
You cannot recapture the tial personnel which is required to 
operate in. 

We can very easily place ourselves in a position, (where we were at 
the beginning of the Korean war), where we are completely at the 
mercy of other people. If we are intelligent human beings, and I 
think we are, then we will try to keep this tungsten industry on a basis 
where never again will we be at the mercy of Communist China or 
any of these other countries which produce tungsten and who in an 
emergency can put their own price onit. Then the price is exceedingly 
high even if we can get it. I think the Suez situation in the last few 
months is a striking illustration of what occurred in oil. It isa striking 
illustration of what could easily happen to the strategic minerals that 

» are dependent upon from outside sources. Unless we provide for 
keeping domestic mining at a reasonable level in our country, we will 
reach the place where we have neither mines nor miners. They cannot 
be turned on like a faucet or tap. 

Mr. CuarrmMan. I appreciate very much your giving me this oppor- 
tunity to make this statement, as I do feel that this is one of the most 
vital things to our national defense and to the economic picture that 
backs up our national defense. 

Thank you. 

Chairman Haypen. We thank you, sir, for a very able statement. 

Senator AtLorr. Thank you very much. 


PURCHASE OF BUFORD TRENTON IRRIGATION TRACT 


Senator Youna. Mr. Chairman, I would like to make this statement: 

An appropriation to purchase land in the Buford Trenton irrigation 
tract project in North Dakota is also pending in the first urgent 
deficiency bill, which has not been agreed to on the part of the con- 
ferees. 

This appropriation, as you know, is to purchase land which will be 
affected by waters of the Garrison Dam Reservoir. Purchasing the 
land in lieu of protecting it will save the Government some $7 million. 
The option of the Corps of Engineers to buy the land expires on June 
30. Because so little time remains before the option expires, I would 
like to request that the Buford-Trenton item be included as this 
appropriation bill. 

Chairman Haypren. Senator Malone, we will be very pleased to hear 
from you. 
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THE MALONE-ASPINALL MINERAL PURCHASE ACT 


STATEMENT FROM HON. GEORGE A. MALONE, A UNITED STATES 
SENATOR FROM THE STATE OF NEVADA 


GENERAL STATEMENT 


Senator Martone. Mr. Chairman, I will make this statement as 
brief as possible and sum up the information already before this 
committee. 

To review and bring the information up to date is all I intend to 

», because the information and data are all in the record of the com- 
mittee and the Senate. 

The 1953 Malone-Aspinall Mineral Purchase Act was set up to 
carry on what Congress found so very necessary in World War I and 
World War IT and in the Korean war; and that was a domestic supply 
of these important critical minerals. After each emergency there 
seemed to be enough powerful influence brought to bear to destroy the 
domestic production. 

Of course, after every war, according to the fervent internationalists, 
we are never going to have another one. 


POSTWAR ATTITUDES TOWARD DEFENSE 


(‘hairman Haypen. I read Upton’s Military Policy of the United 
States many years ago when I was a member of the National Guard, 
and that is exactly the attitude of the American people at the end of 
every war. When the Revolution was over, we were never going to 


have another one, and we got badly defeated in the War of 1812. We 
were never going to have another one after that, and we bungled the 
Mexican War terribly. 

General Scott got his soldiers halfway from Veracruz to Mexico 
City, and the enlistments all expired. ‘Then, in 1898, we made the 
same mistake, thinking that we would never have another war, and 
we were utterly unprepared for that. You remember how we had to 
send the Oregon clear around the cape to Cuba to bring the war to 
a close. 

In the First World War, if it had not been for the fight put up by 
the English and French for 2 years, to enable us to get into it, it 
might have been a different story. We were utterly unprepared. 

It has come down to the time that I do believe, though, that the 
American people realize that we should not place ourselves in that 
position again, and that is the reason why steps like this should be 
taken. 

NECESSITY FOR ACTION ON THE PROBLEM 


Senator Matone. I thoroughly agree with you, Mr. Chairman, and 
in reality you have outlined the problem and said all that should be 
necessary to convince Congress that the national security depends 
upon a “going concern’? mining industry. 

I do believe, and have long believed, having been in the First 
World War, that we will have another war any time any powerful 
nation is sure that they can win it. As long as they are not quite 
sure they can win it, we will have peace. 
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It is the same principle that no one will attack Jack Dempsey on 
the street if they know who he is; since there is always a doubt in their 
mind that they can win the fight, he is very safe. 

How to be ready is, of course, the problem on which experts disagree. 

Many of us believe, Mr. Chairman, that as long as we lead in 
development of the atomic bomb and the ability to deliver them any- 
where on earth, we will have peace—and it will continue just as long 
as there is a reasonable doubt in all nations’ minds that anyone who 
starts a war with us can win it. 


SENATE DISCUSSION OF MINERALS PURCHASE 


On April 18, the subject of further appropriations for the purchase 
of tungsten, fluorspar, asbestos, and columbium and tantalum were 
considered on the floor of the Senate, and the reason that the three 
minerals in the original bill, 1953, were not included in them was 
because Mr. Flemming, head of the Office of Defense Mobilization, 
testified that he could and would continue their purchase under his 
regular authority. His whole testimony was predicated on continuing 
a going-concern mining industry within our own country until a per- 
manent plan could be worked out. 

Previously, the appropriation for the purchase of these minerals 
was passed by the Senate and was ignored by the House. The sum 
of $30 million was set up in the urgent deficiency bill, and is still in 
conference between the Senate and the House. 

PsUM FOR THE 1958 FISCAL YEAR 

The sum of $40 million is to be considered in the regular 1958 
fiscal year for the Department of the Interior, and I want to say now, 
without enlarging the record for further testimony, I would like my 
testimony to be considered as applying to the 1958 fiscal year, and 
as supporting the sum of $40 million, or whatever the Department 
of the Interior estimates to be necessary to carry on for the 1958 
fiscal year. 

The 1953 Mineral Purchase Act, as extended in 1956, expires at 
the end of 1958. We all hope that within that period some perma- 
nent program can be offered that is satisfactory. If not, of course, 
my position in the whole thing is very clear; it has been from the ver Vv 
beginning. Any industry must have a fixed price for the product, 
or a duty that equalizes the domestic and foreign labor cost. 

Let the 1934 Trade Agreements Act expire and return to Congress 
its constitutional responsibility to regulate foreign trade—then under 
the 1930 law the Tariff Commission would adjust the flexible duty 
on the basis of fair and reasonable competition to take the profit out 
of foreign sweatshop labor and then Americans would be competing 
for the American market. Let the principle of fair and reasonable 
competition operate. 

Then the less efficient American producer would pass out of the 
picture, just as they do in any business. 


ACTION IN SENATE TO AVOID DELAY 


I wanted to take this opportunity, Mr. Chairman, to bring to the 
attention of the committee that on the Senate floor none of us wanted 
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to prolong that debate to delay the recess of the Senate at Eastertime, 
and it was thought at that time that perhaps to again put the money 
in the bill sent over by the House in their second resolution, where 
they again left out the funds for the purchase of these very vital 
materials, would probably just prolong the argument during the 
only week that Members of Congress could have to themselves, so 
those of us who were leading the debate simply stopped the debate 
with the understanding from the members of the Appropriations 
Committee that were on the floor that the next emergency appropria- 
tion would contain whatever is necessary for the remainder of the 
fiscal year and that they would insert the $40 million estimated by 
the Secretary of Interior for the 1958 fiscal year. 

I will ask that this statement of mine be made a part of the record 
as applying to the Department of the Interior regular 1958 fiscal year 
and also that excerpts from the Congressional Record be made a part 
of that record. 

Chairman Haypen. That may be done. 

Senator Martone. I know the entire committee is very familiar 
with all of the debate on the subject. 


MINERALS INVOLVED OF VITAL IMPORTANCE 


However, I do want to emphasize that the four minerals involved 
in this appropriation, all statistics show, are of vital importance to 
the defense of this Nation and if we fail to include the appropriation 
necessary to assure their continued “going concern” production we 
will be not only endangering national defense, but we will also be 
repudiating a solemn promise made by the Congress of the United 
States to the potential producers of these minerals that Public Law 
733 will be supported with an adequate appropriation, and on top of 
that, Mr. Chairman, we will be sentencing to unemployment and 
destitution thousands of men, women, and children whose daily bread 
comes from the production of these minerals. 

I heard the chairman of this very important committee say on the 
Senate floor that he considered it av obligation, and I too consider it 
an obligation. We argued that out in 1953 and in 1956 when it was 
first passed and then extended to the end of 1958. 

Chairman Haypren. Congress undoubtedly made a promise in the 
enactment of that legislation to the mining industry. 

Senator Matonr. After we debated all the reasons for it, then we 
decided to do it. 


SITUATION PRIOR TO WORLD WAR II 


World War II caught this country almost wholly unprepared for 
domestic and dependable supplies of critical minerals with which to 
carry on a full-scale war. Chief among them was tungsten, and the 
chair nan has just emphasized that after every new war we are caught 
in the same position, and many people believe that we would never 
have had the First World War or Second World War if Germany had 
thought we could win over them, but they knew that we were unpre- 
pared and they did not take into consideration our ree uperative 
capacity and our ability to get ready. 
Chairman Haypen. I think in both of the wars with Germany, 
ihe captured records show that in each instance the governments, 
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under both the Kaiser and Hitler, were firmly of the belief we would 
not get into the war. 

Senator Manone. And they were convinced that we could not do 
anything about it if we did. 

Chairman Haypen. And we could not do anything if we did get 
in for so long a time that they would have time to win it. 

Senator Matonn. As the chairman has said, in better language, 
after World War I we were under the mistaken and dangerous theor Vv 
that all was well with the world and this Nation could get all the 
minerals we needed from abroad at bargain, cheap labor, prices; and 
since positive statements were continually made that we had very 
small amounts of the critical materials in this country, we were 
allowed to become dependent upon these foreign nations across major 
oceans for the critical minerals without which we could not fight a 
war or live in peace. Not being able to live in peace without them, 
it means we are dependent on them and subject to blackmail in signing 
further agreements. Crash programs were started both here and 
abroad at fantastic cost in time and money when World War II started 
and again when the Korean war started. 

Eighty to ninety percent of ships from South Africa were sunk in 
trying to deliver mmerals to us and of course the foreign minerals 
were quickly priced at all the traffic would bear. 

was a consultant to the Military Affairs Committee, which has 
now become the Armed Services Committee, and they were worrying 
about the supply to conduct the war. About 90 percent of them 
were sunk out of South Africa with submarines and there was a time 
there when we were not sure we were going to get enough minerals 
to carry on a war. 
STOCKPILING ACT 


The 79th Congress passed Public Law 520, approved July 23, 1946, 
cited as the “Strategic and Critical Materials Stockpiling Act,’ in 
the hope that the Government would develop a domestic minerals 
program that would protect our domestic industry from cutthroat 
foreign competition and keep the industry on an even Keel. 

The Government did little or nothing to carry out the intent of 
Congress. We were never going to have another war so why worry. 
Certain influential individuals in the Government sought huge loans 
for the development of foreign mining projects, and it became fashion- 
able to refer to the United States as a have-not country, and which 
we were, Mr. Chairman, when our workingmen were in direct com- 
petition with the sweatshop labor of the world. In the old days this 
Nation could compete with foreign countries because we had free 
labor through free immigration. Europe’s labor could be imported. 
The steel mills, it should be remembered, brought in the foreign, cheap 
labor and housed them very poorly and kept them from contact with 
the public for years. 

I remember when the Carnegie libraries were being put out all over 
the country. About that time Mr. Carnegie made a statement which 
seared into my soul. 

I have never forgotten it. He said, ‘‘As long as I am president of 
United States Steel,” or whatever they called it then, “Labor would 
work 12 hours a day for $1.50.” That is what he said. And they 
did do just that. Labor was working 12 hours a day for $1.50 in this 
country, as is still being done in certain other countries today. 
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We raised our own standards through a duty of tariff, taking the 
profit out of such labor at the water’s edge. 

The United States would be in the mining business, able to compete 
if those conditions still existed. 

But no one wants to return to the 10-hour day and $1.50 wages. 
We created the American market through higher wages and greater 
production. 

We pay more in social security and in industrial insurance on each 
working man in the United States than they do in wages in most of 
these countries that are causing the mining and other businesses to 
decline and pass out of the picture in this country. More than 500 
other products including textiles are in the same position. 

The Slst Congress passed Public Law 774, approved September 
1950, known as the Defense Production Act of 1950, after the out- 
break of what proved to be a disastrous and costly war in Korea. 


LACK OF MINERAL SUPPLY IN KOREAN WAR 


Again we were caught flatfooted without supplies of the critical 
minerals and no going concern ‘domestic production.’’ Again crash 
programs, both here and abroad, were started. Again prices of 
foreign supplies shot up to all the traffic would bear, and the history 
shows it always does that when we aie out of the business. With this 
war definite action was taken to accumulate a stockpile of minerals, 
metals, and other critical materials. 

The 82d Congress passed Public Law 429 (approved August 28, 
1951) authorizing the General Services Administration to purchase the 
stockpile materials, composed of some 70 items, of which 44 were 
minerals and metals. 

At the close of the Korean war the Government still had no minerals 


program of any kind, although continual promises were made that one 
would be forthcoming soon. 


DOMESTIC MINERALS PROGRAM ACT 


To prevent the closing of our domestic industry engaged in the 
mining of critical mine rals the 83d C ongress passed Public Law 206 
(approved August 7, 1953), known as the Malone- Aspinall Act or the 
Domestic Minerals Program Extension Act to extend the time, but 
not the quantity of certain of the critical materials or minerals. 

Congress took that action in my judgment, Mr. Chairman, knowing 
that the agencies of the Government were not properly carrying out 
what Congress had assumed they would under the act and made money 
available to do just that. 

The 84th Congress passed Public Law 733 (approved July 19, 1956), 
known as the Domestic Tungsten, Asbestos, Fluorspar, and Colum- 
bium-Tantalum Production and Purchase Act, extending the 1953 
Minerals Purchase Act which was designed to continue the production 
and purchase of these minerals. 

It was an extension of the 1953 Malone-Aspinall Mineral Purchase 
Act. The purchase of other minerals which were included in the 
original act was continued by Executive order by the Office of Defense 
Mobilization. 

The sum of $91 million was authorized to purchase this group of 
four minerals 
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HOUSE ACTION 


The House Appropriation Committee saw fit to grant only $21 
million of the $34 million requested for fiscal year 1957. It was then 
estimated by the Department of the Interior that $30 million addi- 
tional would be necessary for the complete 1957 fiscal year. $40 
million was estimated by the Secretary of the Interior for fiscal 1958. 

The House Appropriation Committee has steadfastly refused to 
grant any further funds for the purchase of these minerals, nor has 
the administration come up with a permanent minerals’ program 
about which much has been said, but nothing seen. 

It is difficult, Mr. Chairman, to fathom why there are influences 
within our Government which are so determined to prevent the very 
existence of a domestic mining ‘“‘going-concern” industry and to make 
us completely dependent upon foreign nations across major oceans 
which would be inaccessible in any case in the event of war. 


EFFECT OF CLOSING OF DOMESTIC MINES 


When our mines are closed the foreign prices will again rise as they 
always have in the past. 

Domestic manufacturers benefit when the foreign prices are low, 
and domestic companies engaged in mining abroad benefit when the 
foreign prices are high. The American worker is placed in the posi- 
tion of competing with labor in foreign countries, where rarely is the 
daily wage more than 10 percent of our own, and in the case of some 
of the oriental countries where many of the critical minerals are 
found, the wage is a cup of rice per day. 


IMPORTANCE OF TUNGSTEN 


No other metal, Mr. Chairman, is so vitally important to both 
military and civilian uses as tungsten; it is the only metal that will 
withstand the high temperatures in jet engines, and that ultimately 
the speed of a jet engine may depend absolutely on the heat-resistant 
tungsten alloys we are able to develop. 

Chairman Haypen. If I may interrupt, Senator Dworshak, I will 
ask you if you will be kind enough to preside while I go up and open 
up the Senate. The Vice President has gone to Norfolk. 


STANFORD STUDIES ON ALLOYS 


Senator Matongz. Mr. Chairman, I think I had just started to say 
that the Stanford Institute had made valuable studies in the produc- 
tion of heat-resistant alloys and that they, among other laboratories, 
had decided that so far there was no metal that would stand the in- 
creased heat necessary for the increased speed visualized for the jet 
engines. 

About 1,650° is about the top for heat-resistant metals, for the 700 
or 800 miles per hour of sonic speed, and they visualize anywhere up to 

,500 miles per hour at least and perhaps even 2,000, but the only way 
that can be done is to develop these heat-resistant alloys, and they 
say, after a rather complete investigation, that an alloy using about 50 
percent or more tungsten is the only thing in sight now that will 
materially increase the heat resistant metals to do the job. 
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I do not know what they have in the stockpile now, and if I knew | 
would not put it in the record, although 6 years have been used in 
debate. I do not think it should be bandied about even if we knew 
exactly what it was under the old use of tungsten, but Mr. Thielman, 
who is the head of this Stanford research institute, and others, have 
predicted that there would be from 2 to 3 times and perhaps even 
more tungsten demanded under the new construction program than in 
the past. About 8 million pounds per year is now used, and they say 
that 24 million pounds or even more will be utilized under this new 
program. Therefore, if we did have a 6 years’ supply of tungsten 
under the old program—you would only have 2 years or less under 
the new program; even then, that leaves us without a “going con- 
cern” industry. 

We are without it now, but the mines are still kept in operating 
condition because they do have hopes that the Congress will carry 
out its promise to at least see it through 1958 or until a better program 
can come along. 


FOREIGN ACTION ON TUNGSTEN 


Before World War II the Germans were buying large amounts of 
tungsten the world over, but there still was no realization on the part 
of other governments that it was a war material of the highest impor- 
tance and it was not until the war was well underway that the United 
States started preclusive buying and paying exorbitant prices. The 
reason for this is the German scientists were the first to realize that 
tungsten was important as a heat-resistant material and in cutting 
edge material. Great Britain did not realize it. They produced a 
considerable amount of tungsten as a byproduct of other minerals 
there and a German went over and made a bargain with them to buy 
all they could produce, and they thought he was crazy; so they sold it 
at what they thought was a high price, and they finally found out 
they had been selling the only thing that they could make their armor- 
piercing equipment from and then not only the United States, but 
Great Britain and all the rest started a mad search for more tungsten. 

This of course was not experience enough for us and the Korean 
war found us practically without tungsten and many other critical! 
materials. 

DIFFERING OPINION ON TUNGSTEN SUPPLY 


The stockpile authorities say we have enough tungsten to last us 6 
years. It was quoted on the Senate floor. The stoc kpile authorities 
did not tell me this. I simply take it, as I said a minute ago, that 
whatever we had under the old use now would be cut at least to one- 
third, but the metal is so terribly vital that we can never have enough 
and there is no better guaranty for the future than our own going 
concern mines. 

Today we are on the second great breakthrough for tungsten, with 
the advent of jet engines operating under extremely high temperatures. 
We need thousands of jet engines even in peacetime. We are going 
into the manufacture of jet planes for commercial airlines, so this, you 
might say, is called the second breakthrough. The first one was when 
the German scientists discovered that it was a metal that could raise 
the temperature resistance, and they also discovered the peneirative 
abilities of the metal necessary to break through armorplate, but we 
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now are breaking through again and determined that if we are going to 
2,000° or 3,000°, something in the order of a tungsten alloy is abso- 
lutely necessary, and there 1s nothing yet that will take its place. 

There is no one wise enough to say how many jet engines we are 
going to build this time, in commerce or in war, and there is no one 
wise enough at the moment to say whether or not we will find another 
metal that will take its place. 

No other critical metal has suffered such extremes of price fluctua- 
tions through the years. 

PRICE CHANGES 


In 1934, when all appeared to be well with the world, the price 
was $13 a unit. During World War II, the price was under Govern- 
ment control and was $25 a unit. In 1949 it went up to $26, and in 
1951 it quickly rose to $100 per unit and was only stabilized at $63 
a unit under our Government purchase program. 

Today, with that purchase program a dead letter, the price has 
dropped to $19. As a matter of fact, the drop in the foreign price 
has had a lot to do with killing the program under the theory that 
we can get all we want at a much cheaper price, but many of us be- 
lieve that it is bait to let the domestic program drop, and those. of us 
who have lived through the entire cycle from World War I, World 
War II, the Korean war, and the threats of war and all of the com- 
mitments that we have had in the last 24 years have never let the 
water settle, but it is a program, and still being promoted, to make 
us absolutely dependent upon foreign nations across major oceans for 
the things that you can neither fight without nor live in peace with- 
out. 

DANGER OF DEPENDENCE ON FOREIGN SUPPLY 


However, not only in wartime is it impossible, because of the 
submarine menace and other things, to get these things when we 
would have to have them, but it is a dangerous thing in peacetime 
to be dependent upon other nations who, if not actually hostile, 
would have to be against us if a war started, and even if they were 
not, the ocean-crawling submarines make shipment impossible, as 
was demonstrated early in World War II. 

Mr. Chairman, the tariff has undergone some fluctuation, but not 
as wide as the price. In 1930, the tariff was $7.93 per standard ton 
unit, 2,000 pounds. In 1948, it was lowered to $6.02. In 1950, it 
was again raised to $7.93. 

An agreement was made with Mexico. Then, when Mexico repu- 
diated certain other agreements we had, we were off the agreement 
and it went right back to the $7.93 per standard ton unit. 


POSSIBLE UPSWING IN PRICE 


I want to call attention to the fact that, while it is $19 a unit now, 
there is not any question it could go to $30 or $40 a unit as soon as we 
are entirely out of the mining business and mines have started to 
flood, and it would be a considerable chore and costly in the extreme 
to open them up again. 

This has happened before and naturally will happen again. Let us 
take $35 as the foreign unit price. We had a $7.93 tariff when it was 
up on the open market for $13, and of course when the unit price was 
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$25, that was about a 30 percent tariff. Costs have gone up in all 
other material, labor, and everything in proportion, so let us take a 
$35 price. 


RELATION OF TARIFF TO PRICES 


The tariff, as you can see, Mr. Chairman, is lowered by inflation 
whenever it is a fixed tariff; that is, per pound, per unit, or whatever 
itis. When the price increases there is a less percentage of tariff and 
therefore the tariff is in effect lowered without changing it at all, just 
leaving it where it is, and just everything else doubling in price splits 
the effective tariff in’ two 

Then, Mr. Chairman, a flexible tariff is needed, of course, to help 
stabilize the price and to compensate for the difference in wages 
between this country and foreign countries. The huge loans we 
made to foreign operators during the Korean war served clearly to 
develop foreign supplies and to put the foreign operators in a position 
where they can flood the American market ‘at will. Once our mines 
are closed you may be sure that the price will again rise, as it always 
has in the past. 


DUTY TO KEEP CRITICAL MINERALS IN SUPPLY 


Mr. Chairman, in closing I believe, as your chairman has stated 
both on the floor and here in the committee today, that this Congress 
has a duty to the American people to keep the tungsten and other 
critical mineral mines open until means can be found to establish a 
permanent industry without the disastrous fluctuations we have seen 
in the past. 

To this end I recommend that this committee approve the request 
of the Department of the Interior for $30 million under a supplemental 
deficiency bill and for $40 million under the regular 1958 fiscal bill. 

I understand in order to make this retroactive there would have to 
be a two-thirds vote of the Senate and that in any case if we are un- 
able to make it retroactive, we should furnish the money -necessary 
to continue at the end of the fiscal year and then to appropriate the 
$40 million that has already been recommended by the Department of 
the Interior for the 1958 fiscal year. 

Mr. Chairman, I ask your consent to have in the record quotations 
of the Senators on the floor. Most of them are members of this com- 
mittee. 

Senator DworsHak (presiding). They will be placed in the record 
as will also your statement. 

(The material referred to follows:) 

Mr. Chairman, on April 18 the subject of further appropriations for the purchase 
of tungsten, fluorspar, asbestos, and columbium-tantalum was considered on the 
floor of the Senate. Previously an appropriation for the purchase of these min- 
erals was passed by the Senate and was ignored by the House. The sum of $30 
million was set up in the urgent deficiency bill and is still in conference betweer 
the Senate and the House. The sum of $40 million is to be considered in the 
regular 1958 fiseal bill for the Department of the Interior. 

I wish to take this opportunity, Mr. Chairman, to refresh the memories of the 
members of this committee on some of the statements that were made by several 
Senators in which they pledged their support for the further consideration of these 
appropriations. I have taken excerpts from their statements as they appeared 
in the record and offer them for the consideration of this committee, and | request 
that they appear in the record of this hearing at this point. 
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I would like, however, to make this observation at this time in respect to these 
excerpts which I have offered—kind of a summary of them. 

Senator Dirksen said, summarizing his statement: ‘I would, in order to accom- 
plish the result desired, offer an amendment * * * in connection with the regular 
Department of the Interior appropriation bill.”’ 

Senator Hayden stated: or long as I have anything to do with the Senate 
Committee on Appropriations, it will be my endeavor to have Congress carry 
out its obligations. The only way to do so in this instance is to have Congress 
appropriate the necessary funds.”’ 

Senator Chavez said: “I assure the Senator from Nevada that, as a member 
of the Appropriations Committee * * * I shall vote at the first opportunity 
I have, whether it be on a deficiency appropriation bill or on the regular appro- 
priation bill for the Department of the Interior, for everything the Senator has 
requested.”’ 

Senator Mansfield, the able assistant majority leader and whip, stated: ‘‘I 
want the Record to show that, insofar as we are concerned, we will do the best 
we possibly can to see that funds will be forthcoming in the next deficiency appro- 
priation bill, and that funds will be forthcoming in the Interior appropriation 
bill, which is now under consideration, and which will carry out the program 
until next year.” 

Senator Knowland, the most able minority leader of the Senate, said: ‘I say 
to the Senator from Nevada that, so far as T am individually concerned, I shall 
endeavor to help secure equitable action, either on the urgent deficiency biil— 
when the conference meets, if it does—on the supplemental bill, or on the appro- 
priation bill for the Department of the Interior.”’ 

Senator Allott, of Colorado, a worthy disciple of our beloved former colleague, 
Gene Millikin, said: “I thank the Senator from Nevada for yielding to me. I 
will join him in seeing that action is taken on this subject at the earliest 
opportunity.” 

hese are just a brief summary, Mr. Chairman, of the remarks made by some 
. the great leaders of the Senate when this matter was under discussion on 
April 18. 

I do not intend, Mr. Chairman, to burden this committee with a lot of statistics. 
You have heard these statistics; the Senate Interior Committee, of which I have 
the honor of being the senior minority member, has heard these statistics on many 
occasions. 

The four minerals involved in this appropriation, all the statistics show, are 
vitally important to the defense of this Nation, and if we, Members of the United 
States Senate, fail to pass the legislation and the appropriation necessary to assure 
their continued production, we—and the statistics show this—will be not only 
endangering national defense, but we will also be repudiating a solemn promise 
made by the Congress of the United States to the producers of these minerals 
that Public Law 733 will be implemented with adequate appropriation; and on 
top of that, Mr. Chairman, we will be sentencing to unemployment, to hunger, 
and destitution, thousands of men, women, and children whose daily bread comes 
from the production of these minerals. 

World War II caught this country almost wholly unprepared for domestic 
and dependable supplies of critical minerals with which to carry on a full-scale 
war, chief among them was tungsten. 

Our domestic mining industry was allowed to decline after World War I under 
the mistaken and dangerous theory that all was well with the world and we 
could get all the minerals we needed from abroad at bargain prices, since positive 
statements were continuously made that we had very small amounts of the 
critical minerals. Crash programs were started both here and abroad at fantastic 
eost in time and money when World War II started. A high percentage of ships 
from abroad were sunk, and the so-called cheap foreign minerals were quickly 
priced at all the traffic would bear. 

The 79th Congress passed Public Law 520 (approved July 23, 1946), cited as 
the “Strategic and Critical Materials Stockpiling Act,’ in the hope that the 
Government would develop a domestic minerals program that would protect our 
domestic industry from cutthroat foreign competition and keep the industry on 
an even keel. 

The Government did little or nothing to carry out the intent of Congress. 
We were never going to have another war, so why worry. Certain influential 
individuals in the Government sought huge loans for the development of foreign 
mining projects, and it became fashionable to refer to the United States as a 
“have-not country.” 
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The 81st Congress hastily passed Publie Law 744 (approved September 8, 1950), 
known as the Defense Production Act of 1950, after the outbreak of what ‘proved 
to be a disastrous and costly war in Korea. 

Again we were caught flatfooted without supplies of the critical minerals and 
no going-concern domestic production. Again crash programs, both here and 
abroad, were started. Again the prices of foreign supplies shot up to all the 
traffic would bear. With this war, definite action was taken to accumulate a 
stockpile of minerals, metals, and other critical materials. 

The 82d Congress passed Public Law 429 (approved August 28, 1951), authoriz- 
ing the General Services Administration to purchase the stockpile materials, 
composed of some 70 items, of which 44 were minerals and metals. 

At the close of the Korean war the Government still had no minerals program 
of any kind, although continual promises were made that one would be forth- 
coming soon. To prevent the closing of our domestic industry engaged in the 
mining of critical minerals, the 83d Congress passed Public Law 206 (approved 
August 7, 1953), known as the Malone-Aspinall Act, or the Domestic Minerals 
Program Extension Act, to extend the time but not the quantity of certain of the 
critical minerals. 

The 84th Congress passed Public Law 733 (approved July 19, 1956), known as 
the Domestic Tungsten, Asbestos, Fluorspar, and Columbium-Tantalum Produc- 
tion and Purchase Act, which was designed to continue the production and pur- 
chase of these minerals. Purchase of others on the original list was continued by 
Executive order by the Office of Defense Mobilization. The sum of $91 million 
was requested to continue the purchase of this group of 4 minerals. The House 
Appropriations Committee saw fit to grant only $21 million of the $34 million 
requested, although it was generally believed that an additional $30 million would 
be made available in the first deficiency bill after Congress convened in 1957, 
and that the final $40 million would be a part of the budget for the Department of 
the Interior for fiscal 1958. 

The House Appropriations Committee has steadfastly refused to grant any 
further funds for the purchase of these minerals. Nor has the administration come 
up with a minerals program about which much has been said, but nothing seen 

It is difficult to fathom why there are influences within our Government which 
are so determined to prevent the very existence of a domestic mining industry, 
and to make us completely dependent upon foreign nations across major oceans— 
which would be inaccessible in any case in an all-out war. When our mines are 
closed, the foreign prices will again rise as they always have in the past. Domestic 
manufacturers benefit when the foreign prices are low, and domestic companies 
engaged in mining abroad benefit when the foreign prices are high. The American 
worker is placed in the position of competing with labor in foreign countries where 
rarely is the daily wage more than 10 percent of our own, and in the case of some 
of the oriental countries where many of the critical minerals are found, the wage 
is a cup of rice per day. 

We pay more in industrial insurance and social security than many of these 
foreign nations pay in wages. 

No other metal is so vitally important to both military and civilian uses as 
tungsten. 

In 1913 the Germans were buying a waste product containing tungsten from 
the Cornwall tin mines at a cost of 10 shillings a unit, to the great satisfaction of 
the British owners. After the start of World War I, it took the British some time 
to discover why the German artillery was so effective and why the machine-shop 
work was so rapid. This was the first breakthrough into new fields for tungsten 

Before World War II, the Germans were buying large amounts of tungsten 
the world over, but there still was no realization on the part of other governments 
that it was a war material of the highest importance, and it was not until the war 
was well underway that the United States started preclusive buying and paying 
exorbitant prices. Yet this experience was not enough, and the Korean war 
again found us practically without tungsten and many other critical minerals. 

The stockpile authorities say we have enough tungsten to last 6 years, but the 
metal is so terribly vital we can never have enough, and there is no better guaranty 
for the future than our own going-concern mines. 

Today we are on the second great breakthrough for tungsten with the advent 
of jet engines operating under extremely high temperatures. We need thousands 
of jet engines even in peacetime. There is no one wise enough to say how many 
we would need in time of war, or to say what is enough. 

No other critical metal has suffered the extremes of price fluctuations through 
the vears. In 1934, when all appeared to be well with the world, the price was 
$13 a unit. During World War II, the price was under Gov ernment control, 
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and was $25 a unit. In 1949 it went up to $26, and in 1951 it quickly rose to 
$100 per unit, and was only stabilized at $63 a unit under our Government- 
purchase program. Today, with that purchase program a dead letter, the price 
has dropped to $19. 

The tariff has undergone some fluctuation, but not as wide as the price. In 
1930 the tariff was $7.93 per standard-ton unit. In 1948 it was lowered to $6.02. 
In 1950 it was again raised to $7.93. 

A flexible tariff is needed to help stabilize the price and to compensate for the 
difference in wages between this country and foreign countries. The huge loans 
made to foreign operators during the Korean war served clearly to develop foreign 
supplies and to put the foreign operators in a position where they can flood the 
American market at will. Once our mines are closed, you may be sure that the 
prices will again rise as they have always in the past. 

In closing, Mr. Chairman, I say that this Congress has a duty to the American 
people to keep the tungsten and other critical minerals mines open until means 
can be found to establish a permanent industry without the disastrous fluctuation 
we have seen in the past, and to this end I reeommend that this committee approve 
the request of the Department of the Interior for $30 million under a supplemental 
deficiency bill and for $40 million under the regular 1958 fiscal bill. 

(Excerpts from Congressional Record:) 

Mr. DirxseEn. If I may be permitted to do so, first I wish to commend the 
Senator from Nevada for the steadfast and diligent way in which he has pursued 
the matter that has engaged his interest, namely, the minerals controversy. 
Considering his long experience as a mining engineer, and his familiarity with 
the section of the country where minerals abound, his diligent pursuit of the 
national interest in this field is most commendable. 

I share his dejection of spirit over what took place when the money item for 
strategic materials under Public Law 733 was deleted from the resolution by the 
House, notwithstanding the action taken by the Senate. I doubt, however, that 
at this late hour, with the Easter recess impending, we will get anywhere unless 
we follow certain lines of regular procedure. 

I wish to make a suggestion to the Senator from Nevada. There will be two 
opportunities, certainly, for the Senate to register its stand on the minerals 
controversy. One will come on the third supplemental appropriation bill, which 
is at present pending either in committee or in the House, and, so far as I know, 
will probably come to the Senate committee for action not too long after the 
Easter recess. 

The second opportunity will come, of course, on the Department of the Interior 
appropriation bill. I think hearings have been completed on the Interior appro- 
priation bill, and it will be the first regular appropriation bill to be considered 
by the Senate. 

I give the Senator from Nevada my assurance now, because I am interested in 
the matter. I heard all the testimony. I subscribe to the attitude which has 
been expressed by the Senator from Nevada. I would, in order to accomplish 
the result desired, upon My own responsibility, offer an amendment to the sup- 
plemental appropriation bill when it finally comes to the full Senate Committee 
on Appropriations for action. I cannot speak for any other member of the Senate 
committee; I can speak only for myself. I would make the endeavor in good 
faith, and would do so in the hope that the amendment could be adopted and 
inserted in the supplemental appropriation bill. If that effort should fail, I still 
give the Senator from Nevada my word that I will take the same course in con- 
nection with the regular Department of the Interior appropriation bill. 

I am willing also to undertake the drafting of the necessary provision notwith- 
standing the fact that it may be legislative in character, and to make certain 
that it is incorporated in the bill, so as to take care of the minerals which are 
produced from this time, until some measure is signed by the President under 
which funds will become available. 

Mr. Haypen. I recall the basic principle of the act of Congress the Senator 
from Nevada sponsored—that is to say, that there should be a strategic-minerals 
industry in the United States, in order that in time of war our country would not 
be entirely dependent upon foreign sources. 

Congress enacted that law, and, in good faith, miners in my own State and in 
his State and elsewhere throughout the Nation have expended their money, 
believing that when Congress, by means of the enactment of that law, and then 
following it up by making an appropriation, last year, made the promise to them 
it would keep it, and that they could depend upon the promise made in the act, 
and could proceed accordingly. 
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But now we have reached a point where Congress has not kept its word. 

So long as I have anything to do with the Senate Committee on Appropriations, 
it will be my endeavor to have Congress carry out its obligations. The only way 
to do so in this instance is to have Congress appropriate the necessary funds. 

Mr. Cuavez. I wish to support what has been said by the Senator from Arizona 
{Mr. Hayden], the chairman of the Appropriations Committee, and by the Senator 
from Illinois [Mr. Dirksen]. 

I happen to be a member of the Appropriations Committee. I agree completely 
with all the remarks the Senator from Nevada has made in regard to minerals 
and the necessity of taking care of our own mines and our own people. I assure 
the Senator from Nevada that, as a member of the Appropriations Committee— 
and I am third in seniority on the committee—I shall vote at the first opportunity 
I have, whether it be on a deficiency appropriation bill or on the regular appro- 
priation bill for the Department of the Interior, for everything the Senator has 
requested. 

Mr. Brsue. I thank my colleague very much. 

Mr. President, I wish to associate myself with my colleague’s remarks. I 
should like to have the Record show that I join him in the sponsorship of the 
amendment which is now before the Senate. I think it is a shame that the 
amendment is not to be agreed to—if that should be the eventual outcome— 
and is not to be sent to the House of Representatives. I take that position 
because of the commitment and the expression the Congress has made to the 
persons involved. 

As I said yesterday, I am as well aware of this problem as I am of the social- 
security problems and the problems of small business. I wish to call the atten- 
tion of this body to the fact that, night after night, many unemployed miners go 
to their homes without funds, and have been doing so for some time. I also wish 
to point out that certainly this measure relates to a form of social security, too. 
It will be rather difficult to explain to our constituents that the Congress could 
take a recess, but could not take care of their immediate problem. As my senior 
colleague well knows, in our own State many thousands of men are out of employ- 
ment at this very moment. 

Mr. MANSFIELD. First, I wish to commend the senior Senator from Nevada 
for the great fiight he has made in behalf of the small-mine producers not only 
of his own State, but throughout the entire West. What he has done is take up 
the cudgels for what truly should be considered a national-defense matter. I can 
say, as acting majority leader on this side of the aisle, I will do what I can to 
back up the assertions, the promises, and the pledges made on the floor this 
afternoon relative to tungsten and other materials which are so vital to the 
welfare and the security of our country. 

I want the Record to show that, insofar as we are concerned, we will do the 
best we possibly can to see that funds will be forthcoming in the next deficiency 
appropriation bill, and that funds will be forthcoming in the Interior appropri- 
ation bill, which is now under consideration, and which will carry out the program 
until next year. 

Mr. KNowLanpb. First of all, I wish to say I concur in what the distinguished 
chairman of the Appropriations Committee has said, and in what was mentioned 
earlier by the distinguished Senator from Illinois [Mr. Dirksen], who is a member 
of that committee, that there are certain alternative ways in which the Senate will 
have an opportunity to express itself after the Easter recess. 

Certainly we all recognize that under our constitutional form of government, 
while all legislative power is vested in the Congress, there is a two-House Congress, 
and unless the legislative machinery is to break down completely, there has to 
be an adjustment between the points of view of the two Houses of Congress. 

We also must be mindful of the fact that in the event of hostilities all these 
strategic materials, which are found primarily in countries behind the Llron 
Curtain or in countries which are in close proximity to the lron Curtain, would 
not be available to us in wartime. We must face up to the fact, as mentioned by 
the Senator from Nevada, that the cold statistics might indicate certain of these 
materials today are in surplus supply compared to our apparent needs, but, with a 
changing technology, the advance of jet propulsion, the effect of intense heat on 
metals, and the need for solving many other problems, though the materials might 
seem to be in long supply today, they might be in short supply tomorrow. 

Certainly, considering the debate which has taken place in this body and in the 
other body, I hope the administration will soon submit to Congress a permanent 
minerals policy dealing with our strategic stockpile and the importance of main- 
taining /domestic Minerals industry. 
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TI say to the Senator from Nevada that so far as I am individually concerned, I 
shall endeavor to help secure equitable action, either on the urgency deficiency 
bill—when the conference meets, if it does—on the supplemental bill, or on the 
appropriation bill for the Department of the Interior. 

Mr. Atxtorr. Mr. President, I believe by this time it has been made abundantly 
clear, for the benefit of those who are primarily interested in this matter, what 
the reasons are why the Congress, cannot act upon this item before an Easter 
recess. It was brought out in the debate very clearly yesterday, as it has been 
brought out several times today in the debate, that when Congress passed the 
Strategic Minerals Act of last year it was made very clear to the miners of the 
United States that we intended to do something for the benefit of the producers 
of these various minerals. Now, after saving on the floor of the Senate and 
saying in the report of the committee that the amount appropriated last vear 
was only to last until January 1 and that it was contemplated a further appropria- 
tion would be made immediately after January 1, when Congress convened, we 
have for 344 months delayed doing anything about this matter. I should not 
say we have delayed doing anything, because a great many of the Senators who 
have been here and participated in this debate, as well as others, have tried to 
precipitate action on this matter since the first of the year. 

I believe the remarks of the Senator from Illinois, Mr. Dirksen, and the Senator 
from Nevada, Mr. Malone, explain why it is not possible to act upon this matter 
at this time. 

The gist of the situation, of course, is the fact, so ably pointed out by the 
Senator from California, that this is a dual legislative body, and that we must 
have due regard for the other House. We must work with it and act in unison, 
to enact laws for the benefit of the country. 

I wish to compliment the Senator from Nevada. Iam not sure that everything 
has been touched upon that should be touched upon in a full debate of this ques- 
tion. When it comes before us again I intend, as I am sure the Senator from 
Nevada intends, to discuss this subject at greater length, so that the people of 
the country, particularly those who are not able to see in this program one of the 
greatest conservation measures in the United States today, may be informed as 
to what we are trying to do, not only for the safety of our country, not only for 
the sound economic policy of our country, but also for the conservation of strategic 
materials which will always be of great value, and an absolute need in the event we 
should become involved in war. 

I thank the Senator from Nevada for yielding to me. I will join him in seeing 
that action is taken on this subject at the earliest opportunity. 

Mr. MansFrietp. I wish to aline myself with the junior Senator from Nevada 
and to say that I am in full accord with what he has said. He has come right 
down to the basic question, namely, the good faith of the United States of America 

Mr. Braue. Mr. President, I ask unanimous consent to have printed in the 
Record at this point a very emphatic letter from the Secretary of the Interior, 
dated March 7, 1957. I wish to read the closing sentence of the letter; and in 
that connection I point out that I do not know how a much stronger statement 
could be made in behalf of the legislation which is now being urged: 

“Tn our view, the best national interest demands that the provisions of Public 
Law 733, enacted by the last Congress for the interim support of the four domestic 
minerals included in Public Law 733 (tungsten, acid-grade fluorspar, asbestos, and 
columbium-tantalum), be completely implemented by adequate appropriations 
in the urgent deficiency bill and the regular appropriation bill for the Department 
of the Interior.” 


Senator Martone. Mr. Chairman, we not only have made a prom- 
ise to the American public to try to keep them independent of depend- 
ency on foreign nations for something that you cannot fight a war or 
live in peace without, but when we passed the bill in 1953 and when 
it was renewed in 1956, we debated the subject and the Congress 
then agreed, passed the act, and the extension, and the President 
signed it, to do just as we have outlined here, and it was shown in 
the debate just before the Easter recess. 


NEED FOR APPROPRIATION OF FUNDS 


Therefore, there are two compelling reasons in my opinion to appro- 
priate the necessary funds, which are very minor when you consider 
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what we are appropriating for other purposes, and mostly across the 
oceans in Europe and Asia. 

The passage of the act caused, of course, expenditures and invest- 
ments that could, at least the operators thought, be amortized over 
the period covered by the bill, and we did not make such expendi- 
tures, and therefore Congress is more obligated to live up to this 
promise. We do that with foreign nations. During the Korean war 
we purchased a lot of tungsten from Korea. 

I do not know whether that contract has been entirely fulfilled. 
There are certain unfulfilled contracts in South Africa and other areas, 
and we have no intention of nullifying those contracts. We are go- 
ing to carry them out and I believe that we should do the same tihng 
with our own people. I do not suggest that we cancel those con- 
tracts because they were signed by responsible agencies that had the 
authority to do that, but T do say to you, Mr. “Chairman, that the 
second thing that we ' simply cannot do is fight a war or live in peace 
without these materials and in common faith with the American 
people we should prevent a situation recurring that existed in World 
War II and the Korean war when we were frantically looking to 
other nations, and when in World War II 85 to 99 percent of our 
shipping was sunk, and that does not consider the cost of the shipping 
wr the lives lost. 

Probably every unit of tungsten that we secured cost us several 
hundred dollars and we were glad to pay it, but to get caught in that 


situation again is something else entirely. That would be the fault 
of the Congress of the United States. 


LONG-RANGE PROGRAM 


I want to say for the benefit of the record in closing, Mr. Chair- 
man, that some of us do have definite ideas as to a long-range pro- 
gram, not only on tungsten, our critical materials, but on all the 
materials in the United States. 

Earlier in our history, as I mentioned in my statement, we had 
almost free immigration. Therefore any industry, and many did, 
could import the people from specific countries where they were 
competent in certain industries, like the steel industry and these 
people were brought over here and kept apart for a long time from 
contact with the general public, and they were receiving $1, $1.50 
or $2 a day working 10 hours or more. Under those circumstances 
we could compete with any one. 


CREATING A MARKET 


All of us agree, I think, that the only way you can create a market 
in a country is just like we have created a market, and that is a balance 
between what the wage earner receives and what the business will 
stand, and that has been followed for many years, and therefore we 
have our people getting $12, $14, $15, $17, or $20 a day and they have 
the money then to buy the materials in this country, and that has 
created this great market. 

Until 1934 we always used the tariff duty, article 1, section 8 of 
the Constitution, to make up that difference between the effective 
foreign and domestic wages and the general cost of doing business 
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here and abroad in the chief competing nation on each product, and 
when I mention that we pay more in industrial insurance and social 
security on each man at work than they do in wages in many of these 
countries, it is only to emphasize the reason why we are not in business. 
Many of us believe that the 1934 Trade Agreements Act should be 
allowed to expire in June 1958, and the workingmen of America are 
beginning to wake up as to just what is happening to them. Money 
is fluent. It can go to India, it can go to South Africa, it can go to 
any other nation in the world, just like going to Idaho to invest, or 
Massachusetts. 

Senator DworsHak. Or Las Vegas. 

Senator Matonr. That is right, and therefore they go there and 
use this cheap labor with the higbly efficient machinery that they use 
here. 

I have been in every nation in the world, Mr. Chairman, and I have 
stood there and watched these men at work. They take anywhere 
from 3, or 4, or 5, or 8 percent American workmen, well-trained, 
shifters, including the shifters and superintendents, and train this 
labor, and it is sort of piecework like building an automobile. A 
man without any education at all and with just a good strong back 
can learn to do that one thing very quickly, and they do. 


COMPETITION WITH FOREIGN WORKERS 


Therefore, it is all poppycock now to say that we can compete with 
foreign nations, paying this low labor, because of our know-how and 
our machinery, because they have available to them all of the ma- 
chinery and our own know-how, and under the point 4 program, 
that many of us never have agreed with, because we are simply with 
our billions to Europe and point 4 teaching them how better to com- 
pete with us, we are paying for it ourselves and we are paying for 
constructing many of these factories and in digging these mines 


FUNDS ADVANCED FOR FOREIGN MINES 


As the chairman well knows, this Government has advanced mil- 
lions upon millions of dollars to our own American companies to open 
mines in foreign nations, and they have competed and are competing. 
Therefore, there is little likelihood that men who are manufacturing 
this material with low-cost labor and bringing it back to sell in this 
market are going to try to reestablish a principle of evening the costs 
of production of any of these materials, whether it is critical material 
or machinery, but the workingmen of America are going to do it. 

I have every faith in them that they have at last waked up and 
they know who loses their jobs first and it will be very little time until 
they will be here, and I think Congress will listen to them. If they 
do no special program is necessary, the Malone-Aspinwall Act or any 
other purchase act. 

Then that duty will be adjusted on the basis of fair and reasonable 
competition. You would not exclude anybody. You would just have 
them compete on an equal basis with American producers. Then the 
American workingman or American investor is really competing for 
the American market, and if they get out of line that duty would be 
established so that the material could come in. 
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Mr. Chairman, I appreciate very much your interest and permis- 
sion to appear before your committee this morning. 

Senator DworsHak. Senator Malone, you have made a very per- 
suasive statement. I am sure you know that last Friday a long-term 
domestic mining program was submitted to the White House which 
is now under consideration. I do not know when that program will 
be submitted to the Congress, but I am assuming that it will be the 
joint responsibility of the legislative branch to take some action in 
the face of the many serious problems facing not only the producers 
of tungsten but the producers of lead, zinc, cobalt, and all other 
minerals which are in the category of being an essential part of our 
national preparedness. 

I certainly hope that the proper committees of both the Senate and 
the House will reappraise this entire situation so that early action 
may be taken to stabilize our mining industry. 

Senator Martone. I thank you, Mr. Chairman, for that statement. 
[ think you are entirely correct and I would like to refer again to a bill 
that I introduced, Senate 34, that would take all of the minerals 
without which you cannot make a jet engine and merely take them 
away from Geneva where they are regulating our national economy 
and foreign trade under the 1934 Trade Agreements Act and bringing 
them back to Congress, which means automatically going to the Tariff 
Commission. Under the 1934 law there has never been apparently 
a very clear understanding. It does not come back to the congres- 
sional committees. It goes to the Tariff Commission and they are 
directed to determine the difference in cost of producing an article 
here and abroad and to recommend that difference as the tariff. And 
I think it is the only real long-range solution for not only the 17 or 
18 minerals to which the senior Senator from Idaho refers, but it 
would of course encompass other products on an equal basis. 

It has been stated that this bill is for the benefit of a few large 
producers and that 5,000 units of tungsten allowable per month for 
Government purchase is too much. Let me say, Mr. Genimmongt that 
all large mines were small ones at the start. The large mines are 
vital to the existence of the small operators as they have the milling 
and refining facilities which the small miner cannot afford at the start. 
Due to the long delay of Congress in fulfilling the obligations under 
Public Law 733, many of the small mines have ‘already been closed and 
the larger ones are all but closed, thus we are witnessing the destruction 
of another segment of the defense of our country 


SMALL PRODUCERS CLOSING DOWN 


At the top of production in 1956 there were more than 700 small 
operators ranging from a few hundred to a few thousand units per 
year. 

With the uncertain market due to delay in congressional action on 
appropriations for the Mineral Purchase Act, practically all small 
producers are shut down. 

They are the first to go. 

I hope, Mr. Chairman, that if this request for appropriation is 
accepted by your committee that the terms and conditions originally 
in Publie Law 733 will be allowed to remain. 
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INDUSTRY DEPRESSION 


I think the distinguished senior Senator from Idaho will agree with 
me that many of the small areas of the United States are suffering 
what we would normally call a depression, not only in the mineral 
industry, but in other industries where competition—like textiles and 
others—has become dominant, and I fully agree with the chairman that 
we should immediately take this matter up; but these appropriations 
in my judgment should be put in the bill and become inactive when- 
ever a better plan takes over, though not to leave these appropriations 
now out of the appropriation bills on the theory that we are going to 
adopt something that we have not yet seen. Thank you, Mr. Chair- 
man. 

Senator Dworsuak. The committee will recess until 2:30. 

(Thereupon, at 12:20 the committee recessed to reconvene at 2:30 
p. m. of the same day.) 


AFTER Recxss, 2:30 P. M. (Monpay, May 13, 1957) 
DEPARTMENT OF AGRICULTURE 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 


STATEMENTS OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICES; FRED G. RITCHIE, DEPUTY ADMINISTRATOR, 
AGRICULTURAL CONSERVATION PROGRAM SERVICE; AND 


JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER 


HOUSE ACTION 


Chairman Haypen. The committee will be in order. The House 
bill approved most of the agricultural items in House Document 115. 
The House reduced the budget request to increase the limitation for 
Commodity Credit Corporation, administrative expenses, from 
$2,500,000 to $2 million, a decrease of $500,000, but, as I understand 
it, the Department is not appealing this item, is that right? 


EMERGENCY RANGE CONSERVATION 


Mr. Scorr. That is correct, Mr. Chairman. 

Senator HaypEeNn. Senate Document 36 contains a revised estimate 
for the Agricultural Conservation Program Service, “Emergency range 
conservation.”’ 

Pursuant to enactment of Public Law 8525, this estimate requests 
an appropriation of $25 million to be derived from soil-bank funds; 
to remain available until December 31, 1958, for deferred grazing 
practice payments. 

Mr. Scott, we will be glad to hear from you. 

Mr. Scorr. Thank you, Mr. Chairman. 

I have a short statement that I would appreciate the privilege of 
reading now, Mr. Chairman. 

Senator Haypen. Very well. 

Mr. Scorr. We appreciate the opportunity to discuss with this 
committee the budget request for additional funds for assistance for 
emergency rangeland conservation measures. 
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DROUGHT DAMAGE TO GRAZING LANDS 


There are extensive areas of rangelands in the Great Plains States 
and farther west in which the extreme drought conditions prevailing 
for the last several years have resulted in damage to the native grass- 
lands used for grazing and natural watershed cover. 

In order to preserve and rehabilitate this native grassland damaged 
by extended and continuing drought and to avoid the necessity of 
trying to reestablish grass stands a reseeding, careful management 
and utilization of the remaining range cover and forage are desirable. 

The budget recommendation for an additional $25 million is de- 
signed to provide for expenses necessary to carry out range conserva- 
tion measures, pursuant to the provisions of Public Law 85-25, 
approved April 25, 1957, in counties designated as major disaster 
counties where, because of damage due to drought, such range con- 
servation measures are in the public interest. 


MAJOR DISASTER COUNTIES 


Chairman Hayprn. Now, a large number of counties were originall 
designated. Some of those counties, | assume, have been onthe 
from the program have they not? 

Mr. Scorr. Mr. Chairman, they have not formally been. The 
action of the President, let me say, in designating, has not formally 
been rescinded. 

For the purpose of some of our programs that are authorized only 
in designated areas we have discontinued those programs, but for the 
purpose of this grazing law we are going back to our recently desig- 
nated areas, say, within the last couple of years. 

Chairman Haypren. I see. Those designations are usually by 
counties? 

Mr. Scorr. Yes, sir. Occasionally the State committee will recom- 
mend a split county where there is a natural boundary, a mountain 
range or something of that kind, and sometimes just less than that, 
but as a rule, it is on a county basis. 

Chairman Haypren. I asked the question because my whole State 
was designated as a drought area. I assume that designation still 
applies? 

Mr. Scorr. That is right, sir. We are using it this way, Mr. 
Chairman. We have asked the States where they have these range 
counties that have been designated to size up the terms of this law and 
to give us their recommendations and to rake into account the previ- 
ously made designations. 

Chairman Haypen. In certain counties there has been ample 
rainfall, and conditions have returned somewhat to normal. You 
would not pursue the policy that you would in a place where it was 
stili dry? 

Mr. Scorr. That is right, sir. 

Chairman Haypen. You may proceed. 

Mr. Scorr. While the amount of funds required for the program will 
depend upon participation, in view of the late date that the program 
can be inaugurated this year, we will plan the operation on the as- 
sumption that the additional $25 million will be sufficient for the pro- 
gram for the 1957 grazing year and at least a part of the 1958 grazing 
year if the program is needed in 1958. 
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GRAZING PERIOD OF THE YEAR 


Chairman Haypren. What months of the year are the grazing year? 

Mr. Scorr. That will vary, of course, as you well know, Mr. 
Chairman, from one end of this range area out in the West, to another. 
But—Mr. Ritchie, would you indicate the general period here? 

Mr. Rircuiz. The general period will begin very soon, now, if not 
already started, in a lot of the area and continue on up into the fall. 
Ranchers have summer range and winter range, as you know, Mr. 
Chairman. 

Chairman Haypen. Yes. 

Mr. Ritcuir. And in the higher elevations you get some variations 
as to the grazing season; however, we are up to the early grazing 
period right now. 

Chairman Haypen. For example, in my own county, if we get the 
customary winter rains, there is no problem. If we do not get them 
then we have a very severe set of circumstances facing the stoeckman 
in the wintertime, which may be broken by rains that happen in the 
spring and summer. That is why I asked about months. Sometimes 
in most places there are certain months of the year where there is 
real damage. 

Now, what you are trying to do, as I understand it, is have practices 
adopted that will fit all seasons of the year? 

Mr. Scorr. That is right—but fit the particular needs and cir- 
cumstances in a given county. 


CONSULTATION WITH LOCAL PEOPLE 


Chairman Haypen. And you do that by agreement and consulta- 
tion with the local people? 

Mr. Scorr. That is right. 

Chairman Haypen. It follows, therefore, that the conditions are 
not necessarily the same in any two places? 

Mr. Scorr. That is right. We will have some broad guidelines for 
them. These programs, Mr. Chairman, will be administered by the 
same folks who are accustomed to administering these conservation 
practices, and they work up their recommendations and their pro- 
grams, and they will come on through channels, and the intention is 
to get this applied in a way that will get the most conservation, the 
most good, in the particular circumstances that prevail in the county. 

Chairman Haypren. You may proceed. 


GRAZING ADJUSTMENTS AND FORAGE MANAGEMENT 


Mr. Scorr. Livestock grazing adjustments and improved cover 
and forage management should begin as early in the growing season 
as possible. It is during that time that grazing land management 
can accomplish the most good and during which time any failure 
to carry out sound management principles can result in the greatest 
grazing damage to the resource. There are, however, phases of such 
a management and restoration effort which can be started at other 
times. 

Reductions in livestock below the numbers which can be safely 
carried on the range from a conservation standpoint should not be 
sought through these measures. Assistance would be in relation to 
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conservation use of the rangelands under current drought conditions, 
as compared to normal safe utilization of these lands. 

The emergency grazing practices eligible for this assistance would 
include nonuse, limited grazing, rotational grazing, and deferred graz- 
ing, depending upon the conditions of the individual ranch and the 
adjustment in grazing uses required. 

These factors will be taken into consideration in arriving at “fair 
rental value of the land for the grazing use withheld” specified in the 
bill. 

These measures would apply to grazing lands eligible under the 
agricultural conservation program, and therefore would not apply to 
federally owned grazing lands. Only those counties designated as 
drought-disaster areas under Public Law 875, in which the grazing of 
native grasslands constitutes a substantial portion of the agricultural 
production in the county, and in which limited or deferred grazing is 
necessary and appropriate to rehabilitate or conserve grass for grazing 
will be eligible for assistance. 

Mr. Chairman, you will recognize we are referring here in this 
paragraph, the latter part, to the provisions in the law that govern 
our program. 

LOCAL ADMINISTRATION OF PROGRAM 


It is proposed that this activity be administered locally, through 
the agricultural conservation program, by the agricultural stabiliza- 
tion and conservation State and county committees. Rates of as- 
sistance and program details will be determined for States and counties 
as are other practices, under the agricultural conservation program. 
To the degree feasible, this emergency conservation effort on range- 
lands will be related to and coordinated with the longer range pro- 
grams, such as the regular agricultural conservation program, the 
conservation reserve program of the soil bank on cropland, and the 
Great Plains program, which are applicable in the area. 

Mr. Chairman, Mr. Ritchie and other members of the staff of the 
Agricultural Conservation Program Service are here with me, and we 
will be glad to respond to any questions that you may have, sir. 


CHANGED SITUATION IN DROUGHT AREA 


Chairman Haypen. The House report on page 4 states that the 
committee feels that this item should be denied at this time. Also 
it is noted that the situation is now changed in much of the drought 
area. 

Now, what changes have occurred where this program will be used? 

Mr. Scorr. | am sorry, I did not think, Mr. Chairman, to bring 
maps which the Weather Bureau furnished us ree ently. We have a 
nice working arrangement with the Weather Bureau here where they 
send over their technical men and work with our drought committee 
in the Department, that makes recommendations on these desig- 
nations of areas, but there has been a very marked improvement in 
the moisture situation in all of these States where we have had this 
prolonged drought. 

There are a very few spots yet, out in the Southwest, particularly, 
where they are in real need of considerably more moisture. 
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COUNTIES IN FAR TIP OF TEXAS 


One of those places is this far tip of Texas, three counties out there. 
They have had a good deal of relief, but that is one rather dry spot. 

There is an adjacent county or so right over the line in New Mexico. 

Up in the Navaho Indian country there is another spot or two there. 
They all had some rains. They are encouraged. There is sufficient 
moisture to start some grass coming. But they are going to need 
some more. That is where this authority, I think, is going to fit in 
splendidly. There is an opportunity here to give some needed encour- 
agement to let this grass and browse all get a start. 

“Chairman Haypen. My own impression is that if these heavy rains 
that have fallen in Texas would have landed about 1,000 miles further 
west, that would have helped this situation out a great deal more than 
it has been helped by the present rainfall. 

: a Scorr. That is true, sir, and they would have liked to have 
1ad it. 


WEATHER BUREAU FIGURES 


Chairman Haypen. If you can get something in the way of figures 
that would go in the record that would indicate what the Weather 
Bureau tells» you about this situation, I wish you would supply them 
for the record, because it is quite evident that the members of the 
House committee, were not familiar with the situation, and did not 
realize what very large areas have been affected by the drought, or on 
the other hand, what areas have really had ample rains, and where up 
to now there have been encouraging rains, but no assurance that the 
drought is over, even there. 

Mr. Scorr. We shall be glad to furnish that. 

(The information referred to follows: ) 


THE Drovueut SIruATION 
Vincent J. Creasi, United States Weather Bureau, O/C 


The first 4 months of 1957 have brought more rain and snow to some locations 
in the large drought area than they received during all of 1956. Soils in some 
places are wet to a greater depth than they have been for the past 5 years. Drought 
alleviating rains continued during the week of May 6 to 12 in most sections of that 
area. 

A map of percent of normal precipitation which occurred from January 1 to 
May 6, 1957, shows that the drought area in Texas has now shrunk to inelude only 
west Texas—mostly west of the Pecos. This past week (May 6-12) this west 
Texas area received some precipitation, generally about a half inch. 

Taken as a whole, the United States west of the Mississippi River has had 
wetter than average weather so far this year. However, many local areas and 
two rather large areas—in addition to the Pecos region—have not participated 
in the wet spring weather. The far Southwest, in and around southern and eastern 
Nevada, has had only one-half to two-thirds of their normal rainfall. This area 
received very little this past week. The other large area in which the weather 
has been unusually dry covers the North Central States and seems to be centered 
in northern Iowa and southern Minnesota. This area was favored this past week 
ending May 12 by about an inch of rain. This region is in better condition 
than it was a year ago because rain and snow last fall and early winter provided 
soil moisture which is still there—some soils have 5 or 6 inches more water than 
was stored in the same soils last spring. This residue of soil mositure may be 
sufficient to hold off the effects of drought. Some likelihood exists that portions 
of the North Central States may suffer a degree of drought during this coming 
crop season. 

Many areas such as New Mexico and Arizona are to a considerable extent de- 
pendent on reservoir and ground water supplies. In some of these places the 
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supplies have been gradually diminishing during the past years of drought. These 
supplies have not been sufficiently replenished except in some of the recently 
flooded areas, and although the climate so far this year has been wetter than 
average and ranges are beginning to provide good browse, it will take a long time 
to rebuild the necessary water storage—some geologists estimate 3 to 4 years. 


NEED FOR FULL AMOUNT OF REQUEST 


Chairman Haypren. Will the full amount of money be required? 

Mr. Scorr. We do not feel that we are going to need the full $25 
million for this year, and we are hoping that we may get authority to 
use what is really needed this year and carry the remainder over for 
another year. 

Mr. Wxexier. The proposed appropriation language 

Chairman Haypen. If we did not put the money in this bill could 
you use the money if it were adopted in the regular bill? 

Mr. Wuee er. That is no money in the regular bill for implement- 
ing this new legislation that was approved this last month. 

Chairman Haypen. The budget estimate before us is intended to 
cover the rest of this vear and next year also. 





FUNDS AVAILABLE TO DECEMBER 31, 1958 


Mr. WeHerever. Yes, sir. Funds will be available to December 31, 
1958, under the language submitted by the President. 

Chairman Haypen. How much is needed for 1957? 

Mr. Scorr. We discussed that at length, Mr. Chairman. It de- 
pends so completely, as you would know, on the participation. We 
are moving as fast as we can to get these territories designated. We 
had our advice all ready the day the bill was signed, and went out 
to the States. We are getting their reports back in. We have some 
meetings scheduled out there this week with the State people, but it 
is going to take a few more weeks until we get this thought out every- 
where. 

Chairman Haypen. It is your best judgment, then, that in view 
of the fact that this is now authorized by law, and contemplates 
action that will not be culminated until the end of next year, 1958, 
we should do it now rather than to break it into two parts. 

Mr. Scorr. That is our best judgment. 

| think certainly anyone who knows the area, certainly, as well as 
you do, Mr. Chairman, would say that a program of this kind cannot 
be accomplished in its entirety in 1 year, and we are getting a late 
start. There is going to be a need for this surely, in the next year, 
in certainly a lot of the counties. 

Chairman Haypen. My own judgment would be that really you 
would not get this program going in good shape until the spring of 
1958. Is that not about right. 

Mr. Scorr. It is very late now to get started. In certain areas, 
it will work in pretty nicely, but I think your statement certainly 
checks with my impression on it when you think about the entire area. 

Chairman Haypen. Yes; that is what I am thinking about. 

Mr. Scorr. Yes, sir. 

Chairman Haypen. Any questions, Senator Dworshak? 
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POSSIBILITY OF NEED FOR FLOOD DISASTER HELP 


Senator DworsHak. Just one. I am wondering, with the preva- 
lence of rain in that whole area, and floods in Texas, within the next 6 
months or a year you will not be faced with the necessity of doing 
something to clear up the ravages of floods rather than to consider 
this drought-relief program. 

Mr. Scorr. Senator, I think we may well be called upon to he!p 
some in their flood disaster. 

Senator Dworsnak. Are they getting moisture throughout that 
entire area that has been plagued by drought? 

Mr. Scorr. Yes, some. It is very spotty. It is over almost all of 
it. The moisture is very encouraging. It is getting the grass started. 

Senator DworsHak. Texas is getting so much now that you do not 
have a drought problem, do you? 

Mr. Scorr. No, excepting in the three counties in the far tip point 
of west Texas, but the rest of it is having some flood troubles. 


LONG-RANGE PLANNING 


Senator Dworsuak. I realize you have to make long-range p!an- 
ning. 

Chairman Haypen. You have to recognize, Senator Dworshak, 
that Texas is a large State. There is lots of rain in one part of it and 
none in another. 

Senator Dworsuak. If they are short in three counties, they are 
fortunate. I started to say there may be a need for a long-range 
program for a project like this. At the same time, I see little justi- 
fication for undertaking an expensive drought-relief program, even 
though it involves vital conservation practices, unless you are reason- 
ably sure this situation has not been overcome by the recent rains in 
that area. Maybe we are entering a wet cycle and the difficulty of the 
problem which you have been facing in that area for some time may be 
pretty well dissipated. 

Mr. Scorr. Senator, we feel there is a vast area out there that has 
been so badly punished by this prolonged drought that these rains, 
while they are going to start the grass, going to start the growth, these 
ranch people have been up against such bad odds for so long, the urge 
is to get in and get every blade of grass and growth and range cover 
there, and this will offer them an opportunity to hold their business 
together on a reduced scale and let these ranges come back a little, 
and over a period of a couple of vears or so come back into a more 
normal stocking, where otherwise they may jump right in and damage 
their ranges. 

Senator Dworsnak. If they should get several rains, reasonably wet 
years, say, for the next 3 years, would there by much need for such 
a program as this? 

Mr. Scorr. We are trying to think it through for the rest of this 
year and in connection with next year, and it is going to be varied a 
great deal, certainly, from one State to another, ‘and especially when 
we get down into the counties. Some are going to be in shape where 
just a little deferred grazing will keep them up until the grass gets up 
and reseeds, and the payments will be based accordingly. 
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ANNUAL AND SEASONAL PROGRAM 


Senator DworsHak. You would not undertake a long-range pro- 
gram and make Government payments over an unreasonably long 
period of time, if you had reason to believe this situation will clear 
itself pretty much? 

Mr. Scorr. These are just annual plans. 

Senator DworsHak. No long-range commitments? 

Mr. Scorr. Not thinking about long-range commitments; just 
annual and seasonal programs. 

Senator Dworsuak. That is right. 

Chairman Haypren. May I make this observation: I have seen this 
happen, where you have a nice rain to start the grass, but, as a result 
of a long drought, the ground itself is so dry that there is no moisture 
to come up through the ground by capillary action, to sustain the 
growth, and it again fades away. 

Mr. Scorr. Yes, sir. 

Chairman Haypen. And you have to have something done about 
it then. Good, regulated grazing, on the other hand, would make a 
lot of difference in the way that area would be handled. 

Any further questions? 

If not, we thank you for your appearance. 

Senator Bible? 


DEPARTMENT OF THE INTERIOR 


STATEMENT OF HON, ALAN BIBLE, A UNITED STATES SENATOR 
FROM THE STATE OF NEVADA 


ACQUISITION OF STRATEGIC MINERALS 


Senator Brste. Thank you very much, Mr. Chairman, and Senator 
Dworshak. 

I am here just to appear briefly and to urge this committee to restore 
to the third supplemental appropriation the sum of $30 million for 
the purpose of strategic minerals that constantly are falling by the 
wayside. There is very little I have to add to my earlier presentation 
= I simplv refer to that presentation again. 

I do want to say I feel very keenly about this proble m. It seems to 
me that this was an act of Congress, Public Law 733, holding out to our 
mining people that they could expect this program to be carried out, 
and, needless to say, many of the industries in my State, particularly 
in the tungsten field, because they felt the impact before Columbia or 
the asbestos people operated pursuant to the commitment which they 
felt was made by the 84th Congress. 

For example, | have a telegram from Mr. Segerstrom, who appeared 
before this committee on our last deficiency appropriation. I believe 
he made a very fair and fine statement. If 1 would be permitted, 
would like to read his telegram into the record. It is very short. I 
think it tells the story better than I can. 

Relative to appropriation implementation of Public Law 733 to purchase 
tungsten, we urge you to employ every effort to effect restoration of appropria- 
tion. In reliance upon the Government representation in the law, we have con- 
tinued to operate and have our employees on the job, but unless Congress appro- 
priates funds in support, our company stands to lose almost $1 million on tung- 











106 THIRD SUPPLEMENTAL APPROPRIATION BILL, 1957 


sten concentrates already produced and a quarter of a million dollars on improve- 
ments paid out in reliance upon the program continuing all this year and into 
next year. Furthermore we will have to layoff 225 men, the majority of whom 
have families and live at the operation at Tungsten, Nev., where the grade school 
has over 100 pupils. Government is living up to foreign commitments for tung- 
sten that will cost approximately $100 million and it seems incredible that our 
Government will not live up to the promises contained in Public Law 733, to 
support interim domestic production. 

NevapA MAssAcHUSETTS Co., 

Cuarues H. Secerstrom, IJr., President. 

This comes from one of our finest operators and companies. That 
telegram tells the story. It is a breach of faith not to carry this 
program forward. 
ORE COMMITMENTS 


Chairman Haypen. Is there anything in the record that shows 
exactly what these ore commitments are? 

Senator Braue. | believe there is, Mr. Chairman. I think there 
was placed in the record during the hearing on the second urgency 
deficiency, a table which indicated that they ran somewhere in the 
neighborhood of $70 million and $100 million of firm commitments. 

Chairman Haypen. Would you do this for us, please, if you could: 

Contact someone connected with the Government who has that 
information and could furnish it to us quickly, as to just what it is 
right now? 

Senator Braue. I will be very happy to have that done, sir. 

Chairman Haypen. I think a table of that kind stating where and 
how much have been pledged, and how much commitment they have 
left, and get a total on that. I think that that would be helpful. 
Could you do that and do it today? 

Senator Bisue. I will see you have it this afternoon, Mr. Chairman. 

Chairman Haypen. That may be placed in the record as part of 
your remarks. 

Senator Brste. Thank you. I am very happy to do so. 

Senator Dworshak? 

(The information referred to follows:) 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
Orrice oF EDUCATION 


STATEMENTS OF DR. L. G. DERTHRICK, COMMISSIONER OF 
EDUCATION; ELVIS J. STAHR, EXECUTIVE DIRECTOR, THE 
PRESIDENT’S COMMITTEE ON EDUCATION BEYOND THE HIGH 
SCHOOL; AND JAMES F. KELLY, DEPARTMENT BUDGET OFFICER 


BUDGET ESTIMATE 
GRANTS FOR STATE COMMITTEES ON EpucatTion BEYoNp THE HiGH ScHoo. 
APPROPRIATION ESTIMATE 
“Grants for Stale Committees on Education Beyond the High School: For grants 


for State committees on education beyond the high school, as authorized by section 2 
of the Act of July 26, 1956 (70 Stat. 677), $650,000.”’ 


Amounts available for obligation 


1957 estimate | House allow- 
| 


ance 
Appropriation or estimate - $650, 000 0 
Obligations by activities 
Description 1957 estimate | House allow- 
| | ance 
Grants to States for committee’s operations $650, 000 | 0 
Obligations by object 
Object 1957 estimate | House allow- 
ance 


11 Grants, subsidies, and contributions $6.50, 000 


JUSTIFICATION 


Chairman Haypen. Next we have the Department of Health, Edu- 
cation, and Welfare, ‘Grants for State committees on education 
beyond the high school.” 

Dr. Derthick. 

The justification will appear in the record at this point. 

(The justification referred to follows:) 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE 


Public Law 813, 84th Congress, authorizes an appropriation of $650,000 to be 
available until June 30, 1958, for grants to the States on the basis of their respec- 
tive populations in order to encourage and assist each State to provide a State 
committee on education beyond the high school, which committee, through studies 
and conferences would consider educational problems beyond the high school 
and make recommendations for appropriate action to be taken by public and 
private agencies at local, State, regional, and Federal levels. 





THIRD SUPPLEMENTAL APPROPRIATION BILL, 1957 109 


In his message to Congress on January 12, the President called attention to 
the immediate importance of taking appropriate action on problems of education 
beyond the high school. To insure prompt action the President appointed in 
March 1956 a Committee on Education Beyond the High School to encourage 
planning and appropriate action by private and public agencies, communities, 
States, regions, and the Nation through studies and conferences dealing with 
problems of education beyond the high school, and which would report to the 
President on its findings and recommendations. 

The President’s Committee has held six meetings. It submitted a first interim 
report to the President on November 16, 1956, in which its accomplishments 
and program were outlined. 

In addition to its own studies, consultations, and deliberations, looking to the 
formulation of recommendations, it has developed a program to encourage 
awareness, discussion, planning and action within the States and regions. This 
program will also serve to give the committee the benefit of widespread discussion 
of the overall problems. The program calls for, suecessively, regional ‘‘work- 
shops,” regional conferences, State conferences, and State study and planning 
commissions, all focused upon education beyond the high school. The regional 
workshops were held in the fall of 1956, and developed plans and machinery for 
the regional conferences, which are to be held in the early spring of 1957. A 
principal objective of the regional conferences is to develop patterns, plans, 
problems, leadership, materials, and impetus, for the State conferences. The 
State conferences are projected for the period June to November 1957. 

State conferences are crucial to the success of the entire program. In the case 
of education through the high school there is relatively little diversity of institu- 
tions and responsible authoritics. Hence, the relevant facts are easily obtain- 
able and disseminated. Education beyond the high school presents a diversity 
of problems, institutions, constituencies, responsible authorities, and interested 
parties. The task of the States in bringing together appropriate persons to study 
and make recommendations will be more complex. Considerably more staff work 
will be required by appropriate personnel in the States than was the case of the 
White House Conference on Education. Furthermore, the great majority of 
States are inuch less adequately equipped at the State levei to do the pianning 
and take the necessary leadership in respect to higher educational problems and 
other problems of education beyond the high school than they were to provide 
the needed leadership in connection with the White House Conference dealing 
with elementary and secondary education. 

In its estimate of $650,000 for grants to the States, the committee and staff 
assumed that States and other appropriate institutions will bear a fair share of 
the cost of this program. The attached table reflects the apportionment of 
$650,000 to States and Territories under the terms of the act. 

Some States have already begun studies and planning in this field but, so far 
as is known, even those have limited the scope of these activities thus far to the 
area of colleges and universities, and in most cases to public higher education. 
College and university programs comprise only a part of the field of education 
beyond the high school. Moreover, the majority of States appear to have done 
very little, if anything, by way of overall study and planning even in the limited 
area of colleges and universities. No State conferences on education beyond the 
high school has yet been held, and no comprehensive State committee has yet 
been formed, so far as is known. 

If there is to be any real hope of avoiding serious emergencies in education 
beyond the high school, every possible advantage must be taken of the little time 
remaining before the “‘tidal wave’’ of students, now engulfing the Nation’s ele- 
mentary and secondary schools, begins to reach post-high-school age. 


EXCERPT FROM HOUSE REPORT 


Chairman Haypren. The House committee report reads: 


The House voted to disallow funds to continue the President’s Committee on 
Education Beyond the High School, which were contained in the Labor-Heaith, 
Education, and Welfare bill for 1958 as it was reported to the Committee on 
Appropriations. 

To be consistent with the action of the House, the committee has disallowed the 
request of $650,000 for grants to States to carry out the overall program that the 
President’s Committee was to head. 


With that statement, we would like to hear from you. 
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GENERAL STATEMENT 


Dr. Dertuick. Yes, sir, Senator. 

My name is Lawrence G. Derthick, Commissioner of Education, 
and I have here with me Dean Stahr, who is Executive Director of 
the President’s Committee on Education Bevond the High School. 

Now it is true that the House disallowed that appropriation recom- 
mended by the Committee, of $200,000, which would mean that the 
President’s Committee would terminate on July 1. The President’s 
Committee has appealed that to the Senate subcommittee, and | 
noted the point that the House committee had acted negatively on 
this $650,000 appropriation in view of the House action to terminate 
the President’s Committee. 

We not only appealed the House action to the Senate subcommittee, 
but we have some arguments that we wish to present as to why this 
$650,000 should be provided. 

It has heretofore been authorized, but we would like to show why 
it ought to be provided, regardless of the House action, and Dean 
Stahr has some testimony to present and, following that perhaps you 
would like to ask some questions. 

Chairman Haypen. You may proceed. 


STATEMENT OF DEVEREUX C. JOSEPHS, CHAIRMAN 


Mr. Stanr. Mr. Chairman I have with me a statement by Mr. 
Devereux C. Josephs, who is Chairman of the President’s Committee 
on Education Beyond the High School. He lives in New York, and 
is today in Boston, at the New England regional conference of the 
President’s Committee, this being the fifth of 5 regional conferences 
held within the past 5 weeks and also the final one. He is committed 
to be there for some time. He is making a major appearance on the 
program, and therefore he asked me if I would appear before you today. 

[ have his statement, and it occurs to me that vou might prefer 
that I submit it for the record. If you like, I will read it. It is not 
very long. 

Chairman Haypen. Maybe you better read it. 

Mr. Sraur. All right, sir. 

Mr. Chairman, Public Law 813, 84th Congress, authorizes an appro- 
priation of $650,000 for grants to the States to encourage and assist 
each State to establish a committee on education beyond the high 
school. 

The law provides that the funds are to be used to hold conferences 
and to make studies and recommendations. 


HOUSE DISALLOWANCE 


While these grants were authorized by the 84th Congress, no appro- 
priations were enacted to fund the authorization. The recent re- 
quest submitted to the present session of Congress was denied by the 
House Appropriations Committee. In its report the committee noted 
that: 


The House voted to disallow funds to continue the President’s Committee on 
Education Beyond the High School, which were contained in the Labor-Health, 
Education, and Welfare bill for 1958 as it was reported by the Committee on 
Appropriations. To be consistent with the action of the House, the committee 
has disallowed the request of $650,000 for grants to States to carry out the over- 
all program that the President’s Committee was to head. 
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APPEAL FROM HOUSE ACTION 


The President’s Committee has already appeared before a subcom- 
mittee of the Senate Appropriations Committee and has appealed the 
House disallownace of operating funds for the Committee in fiscal 
year 1958. The Committee based its appeal on the grounds that the 
pressing problems in the field of post-high-school education require 
the kind of national attention and study which it was established to 
provide, and that funds should be allowed to permit the completion 
of the study. 

An important adjunct to the operation of the President’s Committee 
at the national level is the activities of similar committees in each 
State. 

EFFECT OF HOUSE ACTION 


In appealing the action of the House in denying the request of 
$650,000 for grants to States to assist them in establishing and operat- 
ing State committees, the President’s Committee would like to stress 
the contribution which these committees will make to a rounded and 
successful program. The local meetings are essential to carrying 
out two major responsibilities given to the Committee: To encourage 
active and systematic attack on the problems of post-high school 
education; and to develop, through studies and conferences, proposals 
in this educational field. 

It is in the States themselves that the problems reside and where in 
great part the solutions must be found. Therefore, the Committee 
has felt one of its major tasks to be to stimulate local, institutional, 
and State action to solve these problems. 


STATE CONFERENCE PROGRAMS 


It has also felt that one of the most effective means of arousing the 
public awareness and understanding that must precede action is 
through State conference programs. 

The first phase of the Committee’s conference program was begun 
with the organizing of five regional conferences, all of which will have 
been held by May 14. By means of these conferences, the President’s 
Committee will have the benefit of the thinking not only of leading 
laymen, but also of educators throughout the country who have the 
day-to-day responsibility for providing education beyond the high 
school to the Nation’s youth and adults. 

Another purpose of these regional conferences has been to provide 
a basis for planning and conducting State conferences on education 
beyond the high school. Equipped with a regional perspective of 
their problems in education, the participants have returned or will be 
returning to their States to begin plans for statewide conferences. 
Each of the conferences so far held has expressed unanimous endorse- 
ment of the idea of holding followup State conferences of laymen and 
educators. 

These conferences—on both a regional and State level—have proven 
to be an effective means of creating a climate of opinion favorable to 
needed action on the great educational challenge before us. They 
enable educators and laymen to share opinions, to get one another’s 
viewpoints, and to lay plans for action programs. 


92032—-37——_8 
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COMPLEXITY OF PROBLEMS 


The problems before us are of extreme complexity, and their solu- 
tion will depend, first, upon public understanding and awareness, and, 
second, upon the cooperation of all groups and interests in our society. 
Conferences of this sort provide machinery which can help bring both 
of these about. 

The President’s Committee plans to request the governors to hold 
their conferences between August and November of this vear. They 
would be attended by about equal numbers of leading educators and 
laymen who would discuss the whole range of problems of post-high 
school education. 

With the benefit of the regional and State conference reports, the 
President’s Committee also plans, as is provided by law, to submit a 
final report to the President and to Congress, not later than December 
31, 1957 

That concludes Mr. Joseph’s statement. 

If I might just add a word Mr. Chairman: Although this money, 
this $650,000, was authorized in the same legislation last year, which 
authorized the appropriation of funds for the President’s Committee 
itself, this $650,000 that is now before you for consideration for appro- 
priation is not authorized for appropriation to the President’s Com- 
mittee. 

The Committee is interested in this appropriation simply because it 
believes that this stimulation of State action is an important and useful 
way of helping to implement the tackling of the task which the 
President’s Committee fee's to be its own most important assignment. 


TIDAL WAVE OF STUDENTS 


There is a potential crisis in education beyond the high school. 
The public schools at the elementary and secondary levels are a'ready 
having great difficulty, and this tidal wave of students, as it has been 
referred to, is going to hit colleges, technical institutions, and other 
programs for education of mature people, beginning verv shortly, 
beginning even this fall. 

In a sense, the whole idea of the Prestdent’s Committee, an idea of 
having a State committee, was born of the saw, ‘‘A stitch in time saves 
nine.”’ We feel a little money spent now may save a great amount 
of money later on. 


SHORT-TERM NATURE OF PROGRAM 


Chairman Haypen. As | understand the program, it ‘s not to last 
forever; it is to be finished up as originally contemplated, ‘n a com- 
paratively brief period of t'me; is that correct? 

Mr. Sranr. That is correct. The Committee has no intention, 
and has made no request to cont'nue or to get a postponement of its 
revort'ng date of December 31, 1957. 

That State money, sir, would be available, under the law, until 
June 30,1958. If some of the States had not been able to have their 
conferences right on schedule they would not be prevented from 
having them, but they still have to have them within 13 months 
from now, at the latest. 
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The President’s Committee, if it is continued beyond July 1, this 
year, would have as one of its objectives to stimulate the holding of 
these conferences on a timetable we can match. 


EFFECT OF DENIAL OF FUNDS 


Chairman Haypen. What would happen if nothing were done and 
we were to follow the action of the House? 

Mr. Sranr. If nothing is done and you follow the action of the 
House there will be no money to organize and stimulate the holding 
of these State conferences. In all fairness and frankness, I would 
say if the President’s Committee itself continues beyond July 1, we 
will still endeavor to stimulate this kind of activity. We will not 
have the benefit of the endorsement of Congress, and it would be a 
much more difficult thing to do, I believe. 

Chairman Haypren. You will not have the personnel available to 
do it 

Mr. Sraur. We will not, if our own appropriation is not continued. 

Chairman Haypen. Yes. 

Mr. Staur. We are here today to speak on behalf of the grant 
appropriation, because we feel it is an important complement to what 
the Committee will be doing. 

Dr. Derruick. Senator, may I explain: While we hope the Senate 
will restore the support to the President’s Committee, so that it may 
complete its program as planned, should that not be done, we still feel 
it is important to have this appropriation. 

You see, the President’s Committee has just finished—will have 
finished tomorrow, holding these regional conferences. One of the two 
major purposes of the regional conferences is to plan to hold the State 
conferences. If this appropriation is not made it will cut the ground 
out from under those plans, which is part of the investment already 
made in the President’s Committee. 

Now, moreover, should the President’s Committee not be continued, 
then this appropration is made the responsibility of the Office of Edu- 
cation and it will be the Office of Education’s duty to carry on with the 
plans to stimulate these conferences. 

It is hoped that they will be pretty well held this fall and most of 
them be completed by January 1. 


CONTINUATION OF PROGRAM ON REDUCED FUNDS 


Chairman Haypen. Could you get along in event it happens the 
way you just stated it, in the Office of Education, with less than 
$650,000 to do the job? 

Dr. Derruick. Mr. Cha'rman, that plan was developed before I 
became Commissioner. Those who developed the plan felt that it 
would require that amount of money. 

Now, if the committee appropriated less than the $650,000, then 
it would be our duty to deal with the States on the ground of doing 
the job on a smaller seale. We certainly would attempt to do that. 

Chairman Hayprn. You would do the work as far as you can go 
with the monev, whatever sum is provided for vou? 

Dr. Derruick. That is right. 
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GRANTS TO STATES FOR CONFERENCES 


Mr. Keutiy. Mr. Chairman, it should be made clear these funds 
are not funds to provide staff at the Federal Jevel for the conduct 
of these conferences, but represent grants to States to give them 
their essentials of the cost of putting a conference together. These 
are funds distributed among the States and Territories, and they 
range from $7,500 to the lowest States to a maximum of $34,000 in 
the larger States. 

DISTRIBUTION OF FUNDS 


Chairman Haypen. It might be well to put in the record that 
statement of distribution. 

Mr. Ketuy. Yes, sir, we will do so. 

Dr. Derrick. Yes, sir; we can supply that for the record here. 

(The information referred to follows: ) 


Allotment of funds to States and Territories for State committees on education beyond 
the high school (Public Law 813, 84th Cong., 2d sess.) 


State | Allotment State Allotment 
Continental United States, Alaska, | Nebraska $7, 50 
Hawaii, Puerto Rico, and Virgin Nevada 7, 500 
Islands $650, 000 New Hampshire 7, 500 
= New Jersey 17, 009 
Alabama 9,936 || New Mexico 7, 500 
Arizona 7,500 || New York 51, 185 
Arkansas 7,500 || North Carolina ‘ 13, 878 
California. _- 41, 409 North Dakota 7, 500 
Colorado__ 7,500 || Ohio 28, 578 
Connecticut 7,500 || Oklahoma 7,500 
Dleaware 7,500 || Oregon 7, 500 
District of Columbia 7,500 || Pennsylvania 34, 818 
Florida 11, 437 Rhode Island 7, 500 
Georgia_.- 11,699 | South Carolina 7, 500 
SS oe 7,500 |; South Dakota 7, 500 
Tilinois _- 29,715 || Tennessee 10, 907 
Indiana_ --- 13, 830 || Texas 27, 948 
| ae 8, 533 Utah 7, 500 
Kansas __-- 7,500 || Vermont 7, 500 
Kentucky ---_- 9, 620 Virginia 11, 434 
Louisiana 9,374 || Washington 8, 320 
Maine. 7, 500 West Virginia 7, 500 
Maryland 8,767 || Wisconsin 11, $27 
Massachusetts 15, 249 || Wyoming 7, 500 
Michigan - - - 23,405 || Alaska -- 7, 500 
M nnesota 10, 192 Hawaii 7, 500 
M ssissippi.----- | 7, 500 Puerto Rico 7, 500 
Missouri_- | 13, 421 Virgin Islands 7, 500 
Montana__-_- 7, 500 
' 


Allotments are based on population (civilian and military) in each State, as of 
July 1, 1955, as estimated by the Bureau of the Census (Current Population 
Reports, series P—25, No. 145, Oct. 19, 1956). 


FUND TO BE ADMINISTERED BY OFFICE OF EDUCATION 


Dr. Dertuick. I know that plan was worked out before I came 
here, and I know it was designed carefully to do the job economically. 

In answer to your question, I can only say this is believed to be what 
is needed, but we can only do our best. 

Chairman Haypen. You believe this way of doing it is better than 
for the Office of Education to try to do it? 

Dr. Derruick. This particular $650,000 is administered by the 
Office of Education, regardless. However, I think it would be much 
to be preferred to continue the President’s Committee for the period 
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planned, for which we are making an appeal from the House action, 
and let the President’s Committee be in the saddle to promote these 
conferences, and to use the results in their report. Yes, sir; I believe 
that must be preferred. 

Chairman Haypen. It seems to me it would be better. They 
have been working on it for some time. 

Dr. Derruicx. I would strongly urge them. I only make this 
comment: 

It appeared from the House action that the $650,000 would not be 
needed and could not be used in case the President’s Committee were 
not continued. 

Now, I only make this point—TI agree with you that it would be 
much better for the President’s Committee to be continued, that is, 
that statement you made—lI only stress, however, that the $650,000 
would still be needed to complete the job, even though the President’s 
Committee is not continued. 

Senator Youna. Is there any matching arrangement on the part 
of the States? 

Dr. Derruick. No, sir. Not in this particular appropriation. 

Senator Youne. Would any harm result if you waited until the 
regular appropriation bill, which is only 6 weeks away? 

Mr. Sranr. It is not in the regular appropriation bill, Senator. 

Senator Youna. It could be put in there, could it not? 

Mr. Keuiy. Yes, sir; it could. 

Chairman Haypen. Off the record. 

(Discussion off the record.) 

Senator Young. Any further questions? If not, we thank you. 

Dr. Dertruick. Thank you. 

Mr. Stanr. Thank you, Mr. Chairman. 


DEPARTMENT OF JUSTICE 
SALARIES AND EXPENSES, UNITED STATES ATTORNEYS AND MARSHALS 


STATEMENT OF S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT 
ATTORNEY GENERAL 


TRANSFER OF UNOBLIGATED BALANCES 


Chairman Haypren. The next item is $300,000 additional request 
for “Salaries and expenses, United States attorneys and marshals,” 
which was submitted in Senate Document 36, May 9, 1957. 

I note the sum is to be transferred from any other appropriation to 
the Department that may have some unobligated balances. 


JUSTIFICATION 
The record will show the supplemental estimate and the justifica- 


tion. 
(The justification referred to follows: ) 
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SUPPLEMENTAL ESTIMATE, 8S. DOC. 36 
“DEPARTMENT OF JUSTICE 


“LeGAL ACTIVITIES AND GENERAL ADMINISTRATION 
“SALARIES AND EXPENSES, UNITED STATES ATTORNEYS AND MARSHALS 


“For an additional amount for ‘Salaries and expenses, United States attorneys 
and marshals’, not to exceed $300,000, to be derived by transfer from any appropria- 
tion available to the Department of Justice for the fiscal year 1957.” 

This proposed transfer is to cover the increased costs of reporting and printing 
in connection with the activities of United States attorneys and increased travel 
of marshals necessary to serve a greater volume of process than previously 
estimated. 


Salaries and expenses, United States attorneys and marshals 


Request for 7 days from June 24 through 30, 1957____..____------ $300, 000 
EINE GONG 5 er Sek Sak Po hc ce aan eneenenat 19, 000, 000 
IIIS I SEI RN ac a Si 5 te tesla es on lp ea wd ms ect 14, 278, 852 
emanauarie to ' Bier Bi 8967 oe ee ee ee 13, 720, 343 
Budget estimate next fiscal year_________-__- Poh eRe als acne _ 20, 150, 000 
Employment: 

Average number, current appropriation. -__-_-_.----. canes 2, 608 

Number involved this estimate__--......_.------- Sires ; eee 

Actual employment Mar. 31, 1957__..__...------- wae Le 2, 589 

JUSTIFICATION 


Authority is requested to transfer not to exceed $300,000 to the credit of this 
eppropriation from available balances of other appropriations, $129,500 for 
United States attorneys and $170,500 for United States marshals. This estimate 
contains no additional funds for personal services (estimated savings, $127,600). 

Funds are needed in those categories (general expenses) for the most part con- 
sidered uncontrollable, such as travel, communications, printing and reproduction, 
and other contractual services. 

The amount of the estimate ($300,000) is based upon current rate of expendi- 
tures July 1 through March 31 of the current fiscal year as compared to the same 
period last year. A large part of this increase is due to the Department’s con- 
tinued drive to reduce the backlog of cases pending in the United States courts 
and it affects the United States marshals as well as the United States attorney. 


Program and financing 


| Presently Revised | Difference, 
| available, estimate, increase 
| 1957 1957 | (+) or de- 
| | crease (—) 
oi) ee SED thd’ : “eb aee J 
PROGRAM BY ACTIVITIES 
1. United States attorneys _| $11, 138, 200 $11, 267, 700 | +$129, 590 
2. United States marshals 7, 861, 800 8, 032, 300 | +170, 500 
Total obligations. 19, 000, 000 19, 300, 000 | +300, 000 


FINANCING 
Appropriation _ - ‘ 


19, 000, 000 | 


| 19, 300, 000 | +300, 000 
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Obligations by — 


























Presently | Revised | Difference, 
available, estimate, | increase 
1957 1957 (+) or de- 
crease (—) 
Total number of permanent positions -____- 2, 647 
Full-time equivalent of all other positions___---__- 14 
Average number of all employees 2, 608 
Number of employees at end of year -_-__ 2, 625 
Average salaries and grades: 
General schedule grades: 
Average salary- —ese kphiee shee $4, 651 
Average grade GS-5.7 
Ungraded positions: Average salary $8, 515 
01 Personal services: | 
Permanent positions____. $14, 754,000 | $14, 626, 400 — $127, 600 
Positions other than perm: anent 135, 100 RUE Bk bbcitcs-tpctiene 
Payment above basic rates___- 481, 000 Gi Se in do ntcckeecs 
Total personal services. __- . ae 15,370,100 | 15, 242, 500 — 127. 600 
02 Travel. we-ns-nn-n-] 1,778,700 | 2.052. 300 +273, 600 
03 Transportation of things. md ES 17, 300 23, 100 +5, 800 
04 Communication services. ; 397, 500 410, 500 +13, 000 
05 Rents and utility services...______- LETS tikalond eu 13, 200 | 6.6 Bits Sf 
06 Printing and reproduction -- 1 5. ws ibsiialia = tae naneliniat 4 a 344, 300 +94, 300 
07 Other contractual services... s a '27, 600 868, 500 +40, 900 
08 Supplies and materials___-. iat gin ee temas aes rf 275 | 101, 275 beseaneus 
089 Equipment ‘ J wee ceidee kad 195, 925 , iy eee ee pee teers 
15 Taxes and assessments. 51, 600 | a eee se 
Dietivesenenstedeenenl entail 
Subtotal 19, 003, 200 | 19, 303, 200 +300, 000 
Deduct charges for quarters and subsistence - 200 | GRR Beis doa 
at | 
A ape ae ee er ee : 19, 000, 000 | 19, 300, 000 | +300, 000 


UNITED STATES ATTORNEYS 
Amount requested 

A supplemental allocation in the amount of $129,500 is submitted for the 
United States attorneys in addition to $11,138,200 currently available for fiscal 
year 1957, or a total estimate of $11,267,700. 


General statement 


General expenses, unlike funds allotted to personal services are, to a large 
extent, uncontrollable. The necessity for travel, transportation of things, com- 
munications, printing and reproduction, and other contractual services depend 
almost entirely upon legal operations and cannot be estimated in advance with 
any degree of accuracy. The efforts which the Department has been making 
during the last 2 years to reduce the backlog of cases pending in the courts have, 
of course, materially contributed to increased expenditures in these categories. 

During the past fiscal year the number of civil cases filed exceeded those for 
the prior year. Excluding so-called wetback cases, the number of criminal cases 
commenced also went up. Although overall criminal case terminations were 
slightly behind fiscal year 1955, regular (excluding wetbacks), criminal termina- 
tions went up. Civil case closings exceeded those for the prior year by 23.91 
percent. Statistics presently available indicate that the trends established during 
the past fiscal year will continue through the current year and that it is probable 
that more cases will be terminated during the current 12-month period than 
during any similar period in the entire history of the Department. These are, 
of course, the things which create additional expenses. 

It should be noted, however, that funds appropriated for United States attor- 
neys’ operations have been providing an excellent financial return to the Govern- 
ment. For example, during 1954, our field offices collected $2.69 for each dollar 
expended. In 1955 the Government got back $2.96 for each dollar spent. During 
the past year the return amounted to $3.77 per dollar appropriated. 

Analysis of the increases required for the United States attorneys allotment 
are as follows: 


02 Travel, $67,100 


4.8 percent (rate of increase) times $341,500 (1956 obligations) equals $16,400 
which is the estimated increase over the 1956 cost. $341,500 plus $16,400 equals 
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$357,900, total amount required for the current year, less $290,800 (currently 
available), equals $67,100, which is the additional amount needed for travel. 
03 Transportation of things, $5,800 

52.3 percent (rate of increase) times $10,900 (1956 obligations) equals $5,800 
which is the estimated increase over the 1956 cost. $10,900 plus $5,800 equals 
$16,700, total amount required for the current year, less $10,900 (currently avail- 
able) equals $5,800, which is the amount needed for transportation of things. 


04 Communication services, $13,000 

5.2 percent (rate of increase) times $247,500 (1956 obligations) equals $13,000 
which is the estimated increase over the 1956 cost. $247,500 plus $13,000 equals 
$260,500, total amount required for the current year, less $247,500 (currently 
available), equals $13,000, which is the amount needed for communication services. 
06 Printing and reproduction, $94,300 

43.3 percent (rate of increase) times $226,300 (1956 obligations) equals $98,000 
which is the estimated increase over the 1956 cost. $226,300 plus $98,000 equals 
$324,300, total amount required for the current year, less $230,000 (currently 


available) equals $94,300, which is the additional amount needed for printing and 
reproduction. 
O7 Other contractual services, $23,800 

2.2 percent (rate of increase) times $502,200 (1956 obligations) equals $11,000 
which is the estimated percentage increase over the 1956 cost, plus $31,800 
additional allowance reflected for certain cases pending over and above the 2.2 
percent increase. $502,200 (1956 cost) plus $11,000 (rate increase) plus $31,800 
(allowed for certain cases pending) equals $545,000, total amount required for the 
current year, less $521,200 (currently available) equals $23,800 which is the 
additional amount needed for other contractual services. 


Obligations by objects 





| Presently Revised | Difference 
Object classification | available, estimate, increase (+) 
| 1957 1957 or de- 
| crease (—) 
———$$ — Se ee ees ——————___ —— —_—— ~ 
| 
01 Personal services - $9, 603, 700 $9, 529, 200 | —$74, 500 
02 Travel_-. a 290, 800 | 357, 900 +-67, 100 
03 Transportation of things 10, 900 16, 700 +5, 800 
04 Communication services telicd 247, 500 | 260, 500 +13, 000 
05 Rents and utility services on 7, 000 | 7,000 }...-- ‘ 
06 Printing and reproduction 230, 000 324, 300 +-94, 300 
07 Other contractual services 5 | 521, 200 | 545, 000 +-23, 800 
08 Supplies and materials su tied ai | 57, 000 57, 000 s 
09 Equipment--- ‘ oe 122, 500 122, 500 | 
15 Taxes and assessments... ; aaa 47, 600 | 47, 600 m 
Total obligations 9. sets. -| 11, 138, 200 | 11, 267, 700 +129, 500 


UNITED STATES MARSHALS 
Amount requested 


A supplemental allocation in the amount of $170,500 is submitted for the United 
States marshals in addition to $7,861,800 currently available for fiseal year 1957, 
or a total estimate of $8,032,300. 


General statement 


The supplemental estimate for the United States marshals is for travel and 
other contractual services and for the most part is not considered controllable. 

There has been a continued increase in the volume of work in the United States 
marshals’ offices. Civil process served in person increased 15.5 percent, by mail 
25.9 percent, which is the current rate over last fiscal year. 

There has been a steady increase in the number of removals and the peculiar 
thing is a large portion of these removals involve travel across the country. 
Prisoners wanted in the large metropolitan eastern districts seem to have a habit 
of migrating to the West. This involves heavy expenditures on transportation 
in returning the prisoner to the district by which wanted. 

Analysis of the increases requested for the United States marshals’ allotment is 
as follows: 
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02 Travel, $206,500 


3.1 pereent (rate of increase) times $1,643,400 (1956 obligations) equals $51,000, 
which is the estimated increase over the 1956 cost. $1,643,400 plus $51,000 equals 
$1,694,400, total amount required for the current year, less $1,487,000 (currently 
available) equals $206,500, which is the additional amount needed for travel. 

07 Other contractual services, $17,100 

10.3 percent (rate of increase) times $293,100 (1956 obligations) equals $30,400 
which is the estimated increase over the 1956 cost. $293,100 plus $30,400 equals 
$323,500, total amount required for the current year, less $306,400 (currently 
available) equals $17,100, which is the additional amount needed for other 
contractual services. 

Obligations by objects 








Presently Revised Difference 
Object classification available estimate increase (+) 
1957 1957 or de- 
i | | crease (—) 
01 Personal services_....--- a ; ae $5, 766,400 | $5,713,300 —$53, 100 
02 Travel_____. s10CL. i b 1, 487, 900 | 1, 694, 400 | +206, 500 
03 Transportation of things_- 6, 400 | re 
04 Communication services 150, 000 | 150, 000 | _- 





05 Rents and utility services__. : | 62, 00 6, 200 | 
06 Printing and reproduction ._.____- ag os eth 20, 000 one eas 
07 Other contractual services - - - - 306, 400 323, 500 | 

08 Supplies and materials--- 44, 230 | 44, 280 
09 Equipment___-_--_--- re 73, 420 | 73, 420 |. 
15 Taxes and assessments. -__- 





— 4, 000 | 4,000 }......-- 
Subtotal_____..-- pide ae st a ae ‘stig tubkoiee 7, 865, 000 | 8, 035, 500 | +170, 500 
Deduct charges for quarters and subsistence... ..._...-...---- 3, 200 SR he hind adhere 





Total obligations_._.._____- ue Loar e | 7,861,800} 8,032,300 +170, 500 


AVALABILITY OF FUNDS FOR TRANSFER 


Chairman Haypen. Are there funds available from which you can 
transfer this amount? 


Mr. AnprettTa. Yes, sir. 

Chairman Haypen. How large a sum? 

Mr. Anpretra. We can get approximately $200,000 from ‘Salaries 
and expenses, general legal activities’ and $100,000 from other appro- 
priations. 

Chairman Haypen. So there is no trouble about that? 

Mr. Anprerta. No, sir. 

Chairman Haypen. You may proceed with your statement. I 
have put this justification in the record. All right, Mr. Andretta, tell 
us about this request. 

Mr. Anpretta. As you said, Senator, it is to be derived by transfer 
and does not involve any new money. 


TRAVEL AND OTHER EXPENSES 


The reason for this potential deficit is that the uncontrollable items— 
namely, travel and other litigation expenses—have been going up far ia 





excess of last year. This is due principally to the drive we have been 
putting on to clean up backlogs and speed up litigation in the courts. 
The United States attorneys will require $90,000 more for travel 
this year than they did last year. 
im was . ee gorse 
The cost of printing briefs has gone up some $75,000. The cost of 
reporting has gone up considerably over last year. 
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Chairman Hayprn. The testimony in the regular bill is that there 
has been a remarkable concomitant in the courts in doing more busi- 
ness than they have before. They are really trying to get caught up. 

Mr. AnprettTa. We are also collecting a lot more money. For 
every dollar invested we are getting back revenue for the Government. 
United States marshals have to do a lot of traveling in handling 
prisoners and in the service of subpenaes for private litigants as well 
as the Government. 

Of course, private litigants pay for this service, but the fees go 
into the Treasury as receipts. We pay the expense of making the 
service out of this appropriation without reimbursement. 

Just as a coincidence, we received a wire from your marshal out in 
Arizona, Senator. He needs an additional $7,100 to transport the 
prisoners he now has in his custody. 

Generally speaking, necessary travel constitutes the largest item of 
increase. 

The way it looks now we are running a potential deficit of about 
$450,000, which we will offset by savings of some $125,000 or $150,000 
in the personal services. In other words, we have made these savings 
by not having filled vacancies as they occurred, except where it was 
essential to the operation of the office. 

Chairman Haypen. Anything further? We thank you for your 
statement. 

DEPARTMENT OF STATE 


SALARIES AND EXPENSES 


STATEMENT OF LOY W. HENDERSON, DEPUTY UNDER SECRETARY 
FOR ADMINISTRATION, ACCOMPANIED BY I. W. CARPENTER, 
Jr., ASSISTANT SECRETARY-CONTROLLER; EDWARD C. CROUCH, 
DEPUTY ASSISTANT SECRETARY FOR BUDGET AND FINANCE; 
ROBERT NEWBEGIN, DEPUTY ASSISTANT SECRETARY FOR PER- 
SONNEL; RALPH SCARRITT, CHIEF, MANAGEMENT AND SERV- 
ICES DIVISION, OFFICE OF PERSONNEL; ERNESTO COLANTONIO, 
BUDGET OFFICER, MANAGEMENT AND SERVICES DIVISION, 
OFFICE OF PERSONNEL 


SUPPLEMENTAL REQUESTS 


Chairman Haypen. The next supplemental estimates for consider- 
ation relate to the Department of State. Two items are involved. 

The first one concerns the appropriation, ‘‘Salaries and expenses,” 
for which there is requested restored $699,600 of the $1,699,600 reduc- 
tion made by the House. 

The other item concerns the appropriation ‘Contributions to inter- 
national organizations’ and the Department asks that $44,475 of the 
$3,294,975 House cut be restored. 


LETTER FROM AGENCY 
The letter dated May 10, 1957, from Assistant Secretary I. W. 


Carpenter, will be filed in the record. 
(The letter referred to follows:) 
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DEPARTMENT OF STATE, 
Washington, May 10, 1987. 
Hon. Cart HaypEN, 
Chairman, Committee on Appropriations, 
United States Senate. 


Dear SENATOR HayvDEN: It is requested that your committee give considera- 
tion to certain amendments to H. R. 7221, chapter IX, supplemental appropri- 
ation bill, fiseal year 1957. 

There follows a summary of the supplemental estimates submitted to Congress 
for this Department for 1957, the House allowances, the reductions, and the 
restorations which the Department is requesting of your committee. 


Appropriation title Estimates | House allow-| House reduc-| Restorations 








| submitted | ances tion requested 
eo satiate eae a cupola eaiteamesineeaiacaaeetaae 

Salaries and expenses, Department of State_____ | $2, 200, 000 $500, 400 | —$1, 699, 600 $699, 600 
Emergencies in the Diplomatic and Consular 

SOI oo Sons 0 0s drat diag sc caer eed 0 1 725, 000 +725, 000 0 

Contributions to international organizations___- 7, 464, 384 4, 619, 409 —3, 294, 975 44, 975 

International contingencies___.__- slash et ra | 450, 000 225, 000 —225, 000 0 

Ws a Tesancxueenancravnumndeinanatane 10, 114, 384 5, 619, 809 4, 494, 575 744, 575 





' Originally requested under “Salaries and expenses’’ in the amount of $1 million. 


The Department included in its request for $2,200,000 in the ‘Salaries and 
expenses’’ appropriation the sum of $1 million to pay Middle East evacuation 
costs. 

In its report, the House committee approved $725,000 for this purpose, a reduc- 
tion of $275,000, and recommended that this amount be included in the item 
“Emergencies in the Diplomatic and Consular Service” rather than in the “Sal- 
aries and expenses’”’ item. The Department has no objection to the transfer of 
funds for evacuation costs to the appropriation ‘‘Emergencies in the Diplomatic 
and Consular Service,’ and is not appealing the disallowance of $275,000 as 
made by the House. 

The Department of State is appealing under the appropriation “Salaries and 
expenses”? an amount of $699,600 as follows: (1) $500,400 for the payment of 
salary increases under Public Law 828; and (2) an amount of $199,200 for official 
residence allowances for certain deputy chiefs of mission and medical benefits 
for dependents. These latter items have been specifically disallowed by the 
House Report on the Third Supplemental Bill for Fiscal Year 1957. The 
$199,200 amount is divided as follows: 


Medical benefits for dependents. _... .. 5 1d eeee eels $157, 320 
Official residence allowances for certain deputy chiefs of mission -- ---- 41, 880 


No appeal is being made to restore the $3,250,000 requested for a voluntary 
contribution to the United Nations emergency force in the appropriation ‘‘Con- 
tributions to international organizations.’’ Although it is believed that the 
appropriation ‘“‘Contributions to international organizations” is the proper source 
for financing any United States payments to the United Nations emergency force, 
the Department is prepared to accept the views of the House Appropriations 
Subcommittee that the $3,250,000 required in fiscal year 1957 for the voluntary 
contribution be obtained from funds already available to the President. 

An appeal in the amount of $44,975 in the appropriation ‘Contributions to 
international organizations’”’ is hereby requested to pay increased annual contri- 
butions retroactive for fiscal vear 1951 to the International Bureau for Publication 
of Customs Tariffs. 

The Department accepts without further appeal the decision of the House 
report on the amount set forth for ‘International contingencies.” The House 
has allowed the sum of $225,000 ,which is a reduction of $225,000 below the budget 
estimate. It is the opinion of the Department that $225,000 is now sufficient to 
provide funds to cover the costs of a number of previously unscheduled interna- 
tional meetings and conferences. 

All of the items for which restoration is being requested are considered essential 
to carry out the Department’s responsibilities during fiscal year 1957. Attached 
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i. statements setting forth the amendments desired and justifications in support 
of each. 
Your consideration of these items is respectfully requested. 
Sincerely yours, 
I. W. Carpenter, Jr., 
Assistant Secretary—Controller 
(For the Secretary of State). 


Enclosure: Statements. 
SALARIES AND EXPENSES, DEPARTMENT OF STATE 
(House bill, p. 11) 


(House report, p. 28) 


eis ee. ie st inlgwe, be ce os Sek SS 8 ose $2, 200, 000 
imune eiowanne.. =~. 2-222 es nse WERE Satese So gee Site 500, 400 
Sromee Yooucuon. tek ee) ee aig ods 1, 699, 600 


PUCHCOARORT BOMLOU oo s eLEC ce Sk a ee ae bee ike 699, 600 


AMENDMENT REQUESTED 


Page 11, line 17, strike out “$500,400” and insert ‘$1,200,000’, an increase of 
$699,600. 
EXTRACT FROM HOUSE REPORT (P. 28) 


“A supplemental request of $2,200,000 was contained in House Document 
No. 115 for ‘Salaries and expenses,’ Department of State. Of this amount, 
$1,000,800 was requested for the payment of salary increases authorized under 
Public Law 828, approved July 28, 1956; $41,880 was requested for official resi- 
dence allowances for deputy chiefs of mission authorized under Public Law 828; 
$157,320 was requested for medical benefits for dependents, also authorized under 
Public Law 828; and $1 million for evacuation costs from the scene of hostilities 
in the Middle East. 

“The committee has included in the bill $500,400 for the payment of salary 
increases authorized under Public Law 828. The Department is expected to 
absorb the additional cost of the salary increases, Funds for official residence 
allowances for deputy chiefs of mission and medical benefits for dependents have 
not been allowed. 

“The committee has approved $725,000, a reduction of $275,000 in the amount 
requested, for expenses incurred in the evacuation of Government employees, 
their dependents, or other American citizens from the scene of hostilities in the 
Middle East. The committee is recommending that this additional amount be 
included in the item ‘Emergencies in the diplomatic and consular services’ rather 
than in the item ‘Salaries and expenses.’ ”’ 


JUSTIFICATION 


As indicated in the letter transmitting this statement, the Department included 
in its request for $2.2 million the sum of $1 million to pay Middle East evacuation 
costs. Although items of this nature in the past have been included in the appro- 
priation “‘Emergencies in the Diplomatic and Consular Service,” the Bureau of 
the Budget requested that the $1 million for Middle East evacuation costs be 
included in the ‘‘Salaries and expenses”’ appropriation. In its report, the House 
committee approved $725,000 for this purpose, and recommended that the amount 
be included in the ““Emergencies in the Diplomatic and Consular Service’’ appro- 
priation. 

In addition to the $1 million for Middles East evacuation costs, the supple- 
mental request included $1.2 million to permit payment of increased benefits 
to Foreign Service personnel as authorized by Public Law 828, 84th Congress, 
which was approved July 28, 1956. These benefits include salary adjustments, 
official residence allowances for certain deputy chiefs of mission, and medical care 
for dependents. They are discussed in turn below. 


1. Salary adjustments 


Public Law 828 amended sections 411, 412, and 414 of the Foreign Service Act 
of 1946 to provide salary adjustments for chiefs of mission, career ambassadors, 
career Ministers, Foreign Service officers, and Foreign Service Reserve officers. 
In addition, the amendments increased the numerical classes in the Foreign Service 
officer corps from 6 to 8. 
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Conversion to the new salary scale required certain salary-rate adjustments 
which provided small salary increases averaging 2.6 percent. These increases 
have been paid to eligible Foreign Service personnel since July 28, 1956, the date 
on which Public Law 828 was approved. Included in the $1.2 million request 
for Foreign Service Act Amendment costs is $1,000,800 for these salary increases. 
The House allowed $500,400 of this request. 

Unless the entire $1,000,800 is approved for this purpose, it will be necessary 
for the Department to take drastic action during the final month of the fiscal 
year. Such action would necessarily have to be directed toward expenditures in 
which, at such a late date in the fiscal year, there is some flexibility. The only 
expenditures of this nature are in connection with home leave and transfer travel 
of personnel. Travel orders have already been issued to the majority of personnel 
who are eligible for home leave between now and the end of the fiscal year as well 
as those who are to be transferred. They have made firm plans to depart from 
their present posts, which involves relinquishing their living quarters as of a cer- 
tain date, arranging for packing and shipping their possessions, and making firm 
reservations for steamship or airline passage. While it would be possible to cancel 
all arrangements of this nature, such action would involve a serious financial 
hardship on the part of the individuals concerned. Furthermore, a delay of even 
1 month in the home leave and transfer program would have a cumulative adverse 
effect on a great number of our overseas establishments, which would be felt well 
into fiscal year 1958. 


It is respectfully requested that the entire $1,000,800 requested for salary adjust- 
ment be allowed by the Senate. 


2. Medical benefits for dependents 


Public Law 828 amended section 943 of the Foreign Service Act of 1946 to 
provide for medical care for the dependents of officers and employees of the 
Foreign Service resulting from illnesses or injuries incurred while stationed abroad. 
An amount of $157,320 is requested for this purpose. The House committee 
made no provision for this item ia its allowance. 

The amount requested for implementation of this provision will permit the 
Department to assume responsibility for certain medical expenses incurred by 
dependents of Foreign Service personnel while they are serving overseas, The 
funds requested will also permit the Department to pay transportation expenses in 
moving a dependent from a post at which no suitable hospital or clinic exists to 
the nearest suitable hospital or clinic. In the past our officers and employees have 
had to meet such expenses from their own funds and have often had to make an 
outlay of hundreds of dollars to send a wife or child to a hospital located a great 
distance away. 

he Secretary’s Public Committee on Personnel recommended that medical 
care be provided dependents of our employees while overseas, in order to make the 
Foreign Service more attractive to individuals who do not have private means. 
The $157,320 requested for this purpose will permit partial implementation of 
this recommendation. The members of the Foreign Service overseas have been 
informed of the amendment to section 943 of the Foreign Service Act of 1946, 
and those who have ineurred medical expenses on behalf of their dependents are 
savings records and receipts in the hope of receiving reimbursment. 

It, is requested that the entire $157,320 be allowed for this item and that the 
Senate committee include in its report a statement to the effect that funds are 
provided for medical benefits for dependents. 


3. Official residence allowances for deputy chiefs of mission 


Publie Law 828 amended section 902 of the Foreign Service Act of 1946 to 
provide for the payment of an official residence allowance to principal representa- 
tives of the United States at foreign posts. This amendment permits payment 
for the first time of official residence allowances to deputy chiefs of mission. 
There is included in the request for $1.2 million the amount of $41.880 to cover 
the payment of official residence allowances to deputy chiefs of mission in certain 
designated posts. 

An officer assigned as deputy chief of mission occupies a prominent position in 
the capital in which he is serving. He is expected to live on a scale appropriate 
to his position. This means that he is required to maintain living quarters larger 
than those of other members of the mission who are subordinate to the Ambas- 
sador. In certain capitals the cost of operating the official residence of the 
deputy chief of mission is so great as to prohibit an officer without private means 
from occupying the position. It is vitally important to the successful operation 
of our overseas establishments that we assign to the position of deputy chief of 
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mission those officers who are best qualified without regard to their personal 
wealth. The payment of official residence allowances to deputy chiefs of mission 
will permit such assignments. 

It is requested that the entire $41,880 be allowed for this item and that the 
committee inelude in its report an indication to the effect that funds are provided 
for this purpose. 


CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 
(House bill, p. 11) 
(House report, pp. 28, 29) 


Estimate __-_...--- ig Aatescr tgs te Seance iit staan oi nerd areca _ $7, 464, 384 
RNS RUNG ae cen Sa new alate Als <b badiosonn gh teh ack bares 4, 169, 409 
STN estas relating it AY aegicied cl deamon isolates oleh lance 3, 294, 975 
SERNACIT TRICE cicce: ai ot APs pera nevereleneon er Win Kaeo oe 44,975 


AMENDMENT REQUESTED 


(1) Page 11, line 24, strike out: ‘‘$4,169,409” and insert ‘$4,214,384’, an in- 
crease of $44,975. 

(2) Page 12, line 2, insert after ‘‘Force’’ ‘“, of which $44,975 shall be for con- 
tribution to the International Bureau for the Publication of Customs Tariffs in 
accordance with the provisions of the Act of July 11, 1956 (Public Law 680)’’. 


EXTRACT FROM HOUSE REPORT( PP. 28, 29) 


“The committee was advised that the Secretary General of the United Nations 
was authorized to incur expenditures on behalf of an emergency international 
force, UNEF, for 1957 up to $16,500,000. Of that amount, $10 million was to 
be met from assessments on member governments in accordance with the regular 
assessment scale, and the remaining $6,500,000 was to be met by voluntary con- 
tributions. The committee has allowed the sum of $3,333,000 as contained in 
House Document No. 115 to pay for the United States assessment of 33.33 percent 
of the initial $10 million expenditure for UNEF to secure and supervise the 
cessation of hostilities in the Middle East. Also included in House Document 
No. 115 was a request for $3,250,000 as a voluntary contribution to UNEF 
which is 50 percent of the total to be met in that manner. The committee has 
not included funds in the bill for this requested voluntary contribution. Since 
this is not a regular contribution item, the committee feels that such voluntary 
contribution should be made from funds available to the President.’’ 

“The funds requested to pay increased annual contributions retroactive to 
fiscal year 1951 to the International Bureau for the Publication of Customs 
Tariffs are denied.” 

JUSTIFICATION 


No appeal is being made to restore the $3,250,000 requested for a voluntary 
contribution to UNEF. Although the executive branch considers that the appro- 
priation ‘‘Contribution to international organizations’ is the proper source for 
financing any United States payments to UNEF, it is prepared to accept the views 
of the House Appropriations Subcommittee that the $3,250,000, required in fiscal 
year 1957 for the voluntary contribution be obtained from funds already available 
to the President. 

Restoration of the $44,975, which the House denied, is requested for retroactive 
payments for contributions to the International Bureau for the Publications of 
Customs Tariffs. This amount is required to pay United States contributions 
to the Bureau for fiscal years 1951 through 1957, the authority to appropriate 
funds for this purpose having been established by Public Law 680, 84th Congress. 

Under date of December 16, 1949, a protocol modifying the convention of 
July 15, 1890, concerning the creation of an International Union for the Publica- 
tion of Customs Tariffs, was opened for signature at Brussels. The protocol had 
the effect of raising all member government contributions in support of the 
Union. The effective date reeonmended by the conference which formulated the 
vrotocol was April 1, 1950. The protocol was ratified by the United States on 
September 20, 1956, with the advice and consent of the Senate which approved 
the action on January 25, 1956, by a vote of 84 to 0. The financial consequences 
upon the United States was an increase of $6,425 in its annual contribution from 
$2,233 to $8,658. In view of the fact that it was not until the fiscal year 1957 
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that the United States ratified the 1949 protocol, legislation was enacted (Public 
Law 680, 84th Cong.) authorizing an appropriation of $44,975, this sum being 
required to cover the difference between the amount paid by the United States 
under the authority of the 1890 convention and the amount assessed under the 
1949 protocol, or $6,425 annually for a period of 7 years. 






GENERAL STATEMENT 





Chairman Haypen. Mr. Henderson, we will be glad to hear from 
you. Would you give us a brief explanation of the two items? 

Mr. Henperson. Mr. Chairman, I have a short statement here. 
May I present it to you orally? It will not take me very long. 

Chairman Haypen. You may proceed. 

Mr. Henperson. Mr. Chairman, I am appearing before you today 
to request your favorable consideration for the restoration of $744, 375 
of the $4,494,575 reduction made by the House in the Department’ ~ 
estimates for supplemental appropriations in H. R. 7221. 

The supplemental estimates of the Department which amounted to 
$10,114,384 included $2,200,000 for salaries and expenses, $7,464,384 
for contributions to international organizations, and $450,000 for 
international contingencies. 

Of this amount, the House allowed $500,400 for salaries and ex- 
penses, $4,169,409 for contributions to international organizations and 
$225,000 for international contingencies. 

We are requesting the restoration of $699,600 for salaries and ex- 
penses and $44,975 for contributions to international organizations, 
or a total of $744,575. 




















EMERGENCIES IN THE DIPLOMATIC AND CONSULAR SERVICES 























Of the $1 million requested for evacuation expenses under salaries 
and expenses the House approved $725,000 to be appropriated under 
emergencies in the diplomatic and consular service. 

The Department has no objection to receiving the funds for evacu- 
ation expenses under the emergencies appropriation. 

The original estimate of $1 million for evacuation expenses included 
$195,000 for reimbursement to the Navy Department for the use of 
the MSTS General Patch in connection with the evacuation. How- 
ever, in discussions with the Navy Department since the receipt of the 
House report, it has been ascertained that reimbursement to the Navy 
will not be necessary. For this reason the Department is not request- 
ing restoration of the reduction of $275,000 made by the House for 
evacuation costs. This will mean that the Department will absorb 
within funds already available, $80,000 of the estimated total costs. 

We will take on this $80,000 since the Navy is not going to insist that 
we pay the other $195,000. 


SALARIES AND EXPENSES 


Now we come to salaries and expenses. 

The Department requested the sum of $1,200,000 to provide for 
the costs of the Foreign Service Act Amendments of 1956 (Public 
Law 828, approved July 28, 1956). This amount included $1,000,800 
for adjusting Foreign Service salaries; $41,880 for the payment of 
official residence allowances to certain designated deputy chiefs of 
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mission, and $157,320 for medical care for dependents of ofhiicers and 
employees of the Foreign Service. 

The House bill provides only $500,400 of the $1,000,800 which is 
needed to meet the statutory increase in salaries. 

In other words, the House just cut in half the amount we asked for 
in salaries. 

Committee report (H. Rept. 386), indicates that the Department 
is expected to absorb the balance of these costs derived from salary 
increases. 

Funds requested for official residence allowances for deputy chiefs 
of mission and medical benefits for dependents have been specifically 
disallowed. There is not even any provision in the House bill for their 
absorption within currently appropriated funds. 

The 84th Congress enacted Public Law 828, approved July 28, 
1956, which amended several sections of the Foreign Service Act of 
1946, for the purpose of strengthening the Foreign Service. The 
additional costs resulting from these amendments for fiscal year 1958 
have already been outlined and justified before this committee. We 
discussed that in connection with our hearings for the next fiscal year. 

The amendment increasing the number of Foreign Service classes 
and adjusting Foreign Service salaries went into effect on July 28, 1956. 


OFFICIAL RESIDENCE ALLOWANCES 


The amendment permitting the payment of official residence 
allowances to certain designated deputy chiefs of mission was like- 
wise implemented, effective July 28. Implementation of the amend- 
ment providing for payment of medical benefits for dependents has 
been deferred, pending receipt of supplemental funds. 

While Foreign Service personnel were included in Public Law 94 
of June 28, 1955, which was a governmentwide pay-increase act, 
Foreign Service personnel were specifically excluded from the provi- 
sions of the Executive Pay Act of 1956. 


SALARY INCREASES 


The amendments under discussion provided salary increases for 
chiefs of mission ard senior Foreign Service personnel in the classes 
of career ambassador, career minister, and classes 1 and 2 Foreign 
Service officer and Rese rve officer. 

In addition, the amendments increased the numerical classes in 
the Foreign Service Officer Corps from 6 to 8. 

Conversion to the new scale required certain salary rate adjustments, 
which actually provided small salary increases, averaging 2.6 percent. 
Attached hereto is a table which compares by class the salary rates 
under the old and new provisions. 

(The table referred to follows:) 
































THIRD SUPPLEMENTAL APPROPRIATION BILL, 1957 127 
ATTACHMENT No. I 
Table of salary adjustments 
Old status New status 
— on a 4 - pay  Remeae os — pe 
Class | Salary rate Class Salary rate 
Chiefs of mission: | Chiefs of mission: 

Class I $25,000 || Class I $27, 500 
Class I eal 20, 000 | Class IT......- 25, 000 
Class ITI 17, 500 || Class III 22, 500 
Class IV _- -| 15, 000 Class IV. 5 20, 000 
Career ambassador 20, 000 | Career ambassador. 20, 000 
Career minister. -- | 14, 800 Career minister _ 17, 500 
FSO/FSR-1 13, 760-14, 800 | FSO/FSR-1.. 14, 600-17, 000 
FSO/FSR-2 11, 965-13, 655 FSO/FSR-2 12, 600-14, 400 
FSO/FSR-3 9, 815-11, 860 WEOUVERB+S....056--. 65... 10, 600-12, 400 
FSO/FSR-4 | 7, 490-9, 530 FSO/FSR-4 9, 000-10, 500 
FSO/FSR-5 5, 715-7, 220 FSO/FSR-5 s 7, 400-8, 900 
FSO/FSR-6.. 4, 295-5, 475 FSO/FSR-6.-......---- ae 6, 100-7, 300 
FSO/FSR-7 5, 100-6, 000 

FSO/FSR-8_-- 4, 300-5, 350 





ATTACHMENT No. II 


Official residence allotments to deputy chiefs of mission 


, . ; - . i = s 
| | 1] 




















Post | Actual fiscal | Estimate fis- | Post Actual fiscal | Estimate fis- 

year 1957 cal year 1958 || year 1957 ‘| cal year 1958 

Paris $5, 750 | $6, 229 || Ottawa____.___- 1, 800 1, 950 
London | 5, 100 | 5, 525 |} Rome, - 1, 725 1, 869 
Caracas _- | 2, 680 | 2,903 || Bangkok. - | 1, 350 1, 463 
Brussels | 2, 500 2, 708 || Madrid___- | 1, 350 | 1, 463 
USRO 2, 425 2,627 || Ankara__. | 1, 200 1, 300 
Rio de Janeiro. 2, 200 2, 383 } Stockholm... 1, 200 1, 300 
Bonn__ | 2, 000 2, 167 || Santiago-_.___- 1, 025 | 1, 110 
Manila 2, 000 2, 167 1 Habana. __- 1, 000 1, 083 
The Hague | 1, 900 2,058 || Bogoté----- f 1, 000 | 1, 083 
‘Feheran. 1, 875 | 2,031 || —_——_—_—rr —-— 
Tokyo... 1, 800 | 1, 950 || Total__- 41, 880 | 45, 369 

| | 1 


HOUSE ACTION 


Chairman Haypen. What did the House do on the 1958 bill on the 
additional benefits you asked the money for? 

Mr. Henperson. In the 1958 bill the House was just silent. It 
took no position whatsoever, and we had the feeling that this might 
mean a disallowance. However, the staff of this committee, if I am 
not mistaken, had the feeling that this was not necessarily disallowed, 
that the House merely did not grant funds specifically for the addi- 
tional benefits. 

We, I believe, take the position now that the House did not provide 
funds for this during the next fiscal year but it has not disallowed it. 
It might be conte mplated that we absorb it in some way. 

The failure of C ongress at this late date in the fiscal year to reim- 
burse the Department for funds which it has expended in accordance 
with statute during the year for salaries would really have a disas- 
trous effect upon our budgetary position. 

If at this late date, this is nearly the middle of May, we suddenly 
discover that we are not going to have this $500,400, which we have 
been banking on, and which we have been spending in accordance 
with law, our whole budget for the rest of the year would be put in 
a very c(ifficult situation. 

9 


92032—57 
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Included in this supplementary request is an item of $41,880 to 
cover the payment of official residence allowances to Deputy Chiefs 
of Mission in certain designated posts. 

Section 902 of the Foreign Service Act of 1946 authorized allot- 
ments to defray the unusual expenses incident to the operation of 
official residences of the principal representative of the United States 
at foreign posts. It did not, however, authorize similar payments to 
any officers subordinate to the principal representative. 

Deputy Chiefs of Mission, therefore, have customarily paid per- 
sonally the full cost of the maintenance of their official residences. 

A Deputy Chief of Mission is the main support of the Chief of 
Mission ; he is constantly called upon to represent the Chief of Mission 
in various capacities; he is in general responsible to the Chief of 
Mission for the operation of the mission; he must assist the Chief of 
Mission in representation activities: and, in the absence of the Chief 
of Mission he becomes the Charge d’ Affaires. 

A Deputy Chief of Mission, therefore, occupies a prominent posi- 
tion in any capital in which he is serving. He is expected to live on a 
scale appropriate to his position. This means that he is frequently 
required to maintain living quarters somewhat larger than those of 
other members of the mission subordinate to the Ambassador. 

In certain capitals, therefore, the cost of the operation of the official 
residence of the Deputy Chief of Mission is considerably greater than 
that of operation of other members of the Embassy, and more than a 
man without private means can afford to pay. 

Last year, in Public Law 828, Congress amended section 902 of the 
Foreign Service Act so that it extended authority to provide official 
residence allotments to the Deputy Chiefs of Mission as well as to 
Chiefs of Mission. 

The Department, after making a careful study of the costs incurred 
by the various Deputy Chiefs of Mission for unusual housekeeping 
expenses arising from the fact that they are serving as Deputy Chief 
of Mission, has determined that allotments should be made to help 
pay these additional expenses to some 20 Deputy Chiefs of Mission. 


HOUSEKEEPING EXPENSES 


I should like to emphasize that this allotment or allowance reim- 
burses only for housekeeping expenses in excess of those that would be 
incurred were the officer merely serving at the post in a capacity other 
than Deputy Chief of Mission. 

In other words, it reimburses for the unusual household expenses 
incurred by these men by reason of maintaining a residence suitable 
to the deputy to the United States representative at the post. 

In view of the fact that several officers without private means couid 
not maintain official residences furnished them as Deputy Chiefs of 
Mission without placing themselves in a difficult financial position, 
the Department implemented this section of the law in the early part 
of the fiscal year, without awaiting a supplemental. 

Since the amount involved was only $41,880 and the need was great, 
the Department took the position that even without funds from a 
supplemental appropriation, it could, if necessary, manage to absorb 
the amount within the framework of funds already gr anted for salaries 
and expenses. 
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RESIDENT ALLOWANCE EXPENDITURES 


Chairman Haypen. Have you paid out this year for residence 
allowance? 

Mr. Henprerson. We have paid that out. 

Chairman Haypren. How much have you paid out? 

Mr. Henperson. We paid out $41,880—no, not quite that—there 
is still a month and a half to go. We have paid at the rate of $41,880. 
Our original intention was, if necessary, to absorb it. We felt that 
in view of the need we should not wait until the end of the year. 

The fact is, in two posts, Mr. Chairman, we appointed men without 
private means, where in the past we have always appointed men with 
private means. These men would have been in a most difficult situa- 
tion if they would have been compelled to maintain the residence 
assigned to them out of their own pocket. 


MEDICAL BENEFITS 


Chairman Haypren. How did you arrive at that figure of $157,320 
for medical benefits? 

Mr. Henperson. Mr. Newbegin. 

Mr. Newseain. It is a question of a factor ratio. We arrived at 
the figure from our experience with the employees themselves and the 
fact that on the average an employee has one and one-half dependents. 
So we reached the figure mathematically, as a result of past experience 
with employees. 

Mr. Henperson. You understand, Mr. Chairman, we have not 
paid out anything as yet for medical expenses for dependents. These 
expenses we felt would be too great for us to absorb. We have not 
paid out anything for them. We have been waiting until we get the 
funds through a supplemental. 

Chairman Haypren. You believe they are justly due? 

Mr. Henperson. We certainly do. 

Mr. Chairman, could I just place the rest of this testimony in the 
record? 

Chairman Haypen. Certainly. 

(The information referred to follows:) 


PREPARED STATEMENT 


The third item requiring supplementary funds is the amendment to section 943 
of the Foreign Service Act of 1946 to provide for certain medical care within pre- 
scribed limitations for the dependents of officers and employees of the Foreign 
Service. Benefits are limited to care for illnesses or injuries incurred while 
stationed abroad. The employee is responsible for paying for treatment of his 
dependents that does not exceed $35 for each illness or injury. The Government’s 
liability is limited to treatment for 120 days for each illness or injury unless it 
is determined that such illness or injury is of a nature which would normally not 
have been incurred were it not for the dependent’s residence abroad. 

This amendment also permits the Department to pay expenses of transporting 
a dependent to a suitable hospital or clinic in those instances in which medical 
facilities are either lacking or inadequate at a particular post. 

The members of the Foreign Service have been informed of this amendment and 
those who have incurred medical expenses on behalf of their dependents are 
saving records and receipts in the hope of reeeiving reimbursement. The amount 
required for this purpose for fiscal year 1957 is estimated at $157,320. This 
estimate is based upon use of a factor of $40 for each American employee stationed 
overseas. We hope that the Senate will grant the Department the funds which 
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are needed for implementing during the current fiscal year this provision of Public 
Law 828. The sum involved is so great that it is not believed that it could be 
absorbed from funds already made available by the Congress to the Department. 

That completes my statement, Mr. Chairman. If you or other members of the 
committee have any questions regarding the costs of evacuation of the Middle 
East area or of the implementation of the Foreign Service Act Amendments, we 
shall be glad to try to answer them. 


SITUATION IN INDIA 


Mr. Henperson. And just discuss with you some of the problems 
I have seen myself, with regard to dependents? 

Chairman Haypen. Yes. 

Mr. Henperson. For instance, when I was in India, one of our 
consular officers had a wife who took seriously ill, after several bouts 
with dysentery. No doctor in New Delhi could tell what her trouble 
was. Our consular officer was a man without private means. It 
cost him a great deal to come there and get settied. Yet at his own 
expense he had to send his wife to a hospital in Manila, where they 
tried to find out what was wrong. They did not make a proper diag- 
nosis there. At the expense of this officer, therefore, they sent her 
on to California, where it was finally discovered what the trouble was. 
All this came from the dysentery she got in India. It put this man 
a couple of years in debt to pay expenses in getting his wife to Manila, 
for hospitalization in Manila, for expenses to California, for hospitali- 
zation in California, where she had to have an operation. It does not 
seem to me that situations like that are really fair to our personnel, and 
I do not think the Congress would like this sort of thing to continue. 

Senator Youna. Have you had appropriations previously to take 
care of matters such as this? 

Mr. Henperson. No. We have never had them. There has 
never been the authorization to appropriate before the passage of 
Public Law 828 last year. 


AUTHORIZING LEGISLATION 


Senator Youna. All you have so far is the authorization, is that 
correct? 

Mr. Henperson. Yes; the authorization was passed. It became 
law in Ju-y of .ast year but we never had funds appropriated. 

Senator Younc. You went ahead and spent funds? 

Mr. Henperson. No; not for medical purposes. 

Senator Youne. You have, though, for the Deputy Chiefs? 

Mr. Henperson. We did for the Deputy Chiefs. 

Senator }ounc. You did that without an appropriation? 

Mr. Henperson. Yes; we did that without specific appropr.ations. 

Senator Youna. | would say, no matter how just your cause, you 
are in trouble. 

Chairman Haypen. If you do not get any of this money you are 
asking for you have to absorb it from other places—what will happen? 

Mr. Henperson. It wou'd be a terrific strain on us to absorb all 
of this. We would have to resort to very stringent measures. 


CANCELATION OF LEAVE 


For instance, we probably would have to cancel leaves, our home 
leaves, and cancel transfers which are in process. 
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Mr. Crouch, do you have any other suggestion as to what we might 
have to do to get out of this? 

Mr. Crovcu. I think you answered it, Mr. Henderson. I think 
we will have to absorb. The medical expense for dependents’ item 
is $157,000. I do not know where we can absorb so much. 

Mr. Henperson. I think the chairman is talking about the 
$500,000. 

Mr. Crovucn. The $500,000. We definitely would have to stop home 
leaves and transfer expenses, as Mr. Henderson explained. 

Chairman Haypen. Is that about the only places you can go for 
that? 

Mr. Crovucn. Just about the only place, sir. 

Mr. Newsearn. If I might also add a comment there, sir, it is very 
difficult for us to do that. It will cause complications, certainly, in 
our transfer and home-leave programs. 

For example, the home-leave authorizations have already gone out. 
It means revision of plans of individual officers and it would be a very 
acute problem for us, both as regards home leave and transfers. 

Chairman Haypgen. Were these matters called to the attention of 
the House when you appeared before them? 

Mr. Henperson. Yes, sir; we gave the House the same information 
that we are giving 7 now, Mr. Chairman regarding the items in this 
supplemental request 

Senator Youn. Had you asked the PipprC princes Committee for 
funds to cover the authorization previously? 

Mr. Henperson. You mean in advance? 

Senator Younae. When the authorization passed, did you ever ask 
for funds to implement the authorization? 

Mr. Henverson. Yes, sir. 

Senator Young. You were turned down? 

Mr. Henperson. You mean: Did we ask for a supplemental? 

Senator Younc. Did you ever ask for funds before you spent them? 

Mr. Huenperson. No specifically for the $41,000. 

Senator Youna. You just went ahead and spent the money after 
you got the authorization? 


Mr. Henperson. Yes; we did that after consulting the legal 
adviser in the Department. 

Senator Younc. You had better consult them again. I will never 
vote to give you a dime of money that you did not get an appropriation 
for. 


MANDATORY LEGISLATION 


Mr. Crovucn. Salary money, the $500,400 was mandatory legisla- 
tion, and that is what we are here—— 


Senator Young. The salary part? 

Mr. Crovucu. That is why we are here on this supplemental. It 
was only the $41,000 that we went ahead with without—— 

Senator Youna. In my opinion, you should not have done it. You 
will get yourself in trouble with the Appropriations Committee for 
doing things like that. 

Mr. Hexperson. If we exceeded our authority, we regret it very 
much. You see, there was already a provision in the law which 
allowed us to pay for the cost of the maintenance of Chief of Missions’ 
residences. We had funds for that. The amendment merely made 
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a minor change in the law which permitted the inclusion of residences 
for Deputy Chief of Missions. 

Senator Youna. If every Department of Government went ahead 
and spent money on authorizations without getting appropriations 
they would probably wind up billions of dollars in the red. There 
are at least 10 or 15 billion dollars of outstanding authorizations for 
which no appropriations have ever been made. 

Mr. Henperson. Would you like to explain this, Mr. Crouch? 

Mr. Croucn. I would like to add, sir, we did not put the larger 
item into effect, that is the $157,000 for medical benefits that are in 
here because we did feel that that was too much to proceed with. 


EXPENDITURES WITHOUT APPROPRIATION 


Senator Younae. You place the Appropriations Committee mem- 
bers in a position where they never know what you are going to do. 
If you proceed like you have here, spending money without appro- 
priations, just on the mere authorization, how do the committee 
members know what you are going to do on a bigger scale or on some 
other item? I think it is a just cause, sure, but 

Mr. Henperson. This was an exceptional matter and our legal 
adviser, took the position that we could expend the funds since the 
item for the maintenance of the residences of certain Deputy Chiefs of 
Mission was only an extension, a minor extension of a law which 
already existed, and since there were funds already appropriated 
under that law for the maintenance of official residences. He did not 
think that we would be in violation of law if we would go ahead and 
spend these funds for the residences of the Deputy Chiefs with the 
idea that if there was no supplemental granted, we would absorb the 
costs within the framework of our salary and expense item. 

I can see your point, Mr. Senator. 

Chairman Haypen. Are there any further questions? 

Mr. Henperson. I assure you we do not make a practice of spend- 
ing funds merely because we have authorization; we wait for the 
appropriations as a general practice. 

Senator Youna. I was thinking if you were faced with a real emer- 
gency, if you came to the chairmen of the Appropriations Com- 
mittees in Congress and got their approval it would help some. 

Mr. Henperson. We would be in a very difficult position if the 
House disallowance would stand. If the item could be allowed we 
could still find some way to absorb this $41,000, as we planned 
originally to do if necessary, within our ‘Salary and expenses” 
appropriations. 

If after we have already paid out this sum for this item it should be 
disallowed, we would be in a most difficult position. 




















THIRD SUPPLEMENTAL APPROPRIATION BILL, 1957 133 


CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


STATEMENT OF FRANCIS 0. WILCOX, ASSISTANT SECRETARY FOR 
INTERNATIONAL ORGANIZATION AFFAIRS, ACCOMPANIED BY 
SIDNEY S. CUMMINS, OFFICE OF INTERNATIONAL ADMINIS- 
TRATION 


PREPARED STATEMENT 


Chairman Haypren. We have an additional appropriations request 
here of $44,975, to carry out Public Law 680. 

What about this? 

Mr. Wiicox. Mr. Chairman, I am Francis O. Wilcox, Assistant 
Secretary for the Bureau of International Organization Affairs. I 
have a prepared statement which I would like to place in the record. 

(The statement referred to follows:) 


STATEMENT OF Francis O. WiLcox, THE AssISTANT SECRETARY FOR INTER- 
NATIONAL ORGANIZATIONS AFFAIRS 


The House of Representatives has approved the amount of $4,169,409 for the 
appropriation ‘Contributions to international organizations,” a reduction of 
$3,249,975 from the amount of $7,464,384 requested by the President. Restora- 
tion of $44,975 of the total reduction of $3,249,975 is requested, making a total 
reqvest of $4,214,384. 

The committee will recall that the initial UNEF assessment was $10 million, 
which was assessed against all members of the United Nations in accordance with 
the regular 1957 scale of assessments. The $6,500,000 additional costs of UNEF 
to carry it through this calendar year are being sought through voluntary contri- 
butions. The House allowed the United States share of one-third of the $10 
million assessment; but in making its reduction the House Appropriations Com- 
mittee recommended that the $3,250,000, which had been requested for the 
United States voluntary contribution, should come from funds available to the 
President. The Department feels that these funds shovld be included in the 
“Contributions” appropriation as are $3,333,000 representing the United States 
share of the intial $10 million expenditure for the same purpose. However, in 
view of the recommendation of the House Appropriations Committee, funds will 
instead be secured from current appropriations available to the President. 

The remaining reduction of $44,975 represents funds requested to pay the in- 
creased annual contribution of the United States to the International Bureau for 
the Publication of Customs Tariffs retroactively to fiscal year 1951. I earnestly 
req''est that this amount be restored by your committee. 

This amount represents the payment of 7 years back dues to the International 
Bureau for the Publication of Customs Tariffs. A period of 7 years elapsed 
between the adoption by the Organization of a protocol, in 1949, which raised the 
budget ceiling and amended its classes of contribution, and the ratification of 
that protocol by the United States (September 20, 1956). The annual increase 
to the United States under the revised protocol is $6,425. The United States 
percentage share changes slightly from 4.28 to 5.14 percent. Fifty-three of the 
sixty-one members of the organization have adhered to the 1949 protocol and are 
paying at the higher rates contained therein. As stated by Senator George when 
the protocol was being considered for ratification by the Senate, ‘‘The Protocol 
has been in force since 1950 with respect to the nations which have acceded to or 
ratified it. Since that date, our Covernment has continued to receive the services 
of the Bureau while still contributing only $2,233 according to the old scale of 
assessments. It would seem only equitable that the Appropriations Committees 
at the proper time consider payment of the increased assessment as of the effective 
date of the Protocol.’”’ The Senate then voted 84 to 0 to give its advice and con- 
sent to ratification. It was these considerations that undoubtedly resulted in 
the passage of Public aw 680, 84th Congress, which authorized the appropriation 
of funds for this purpose. This legislation was approved July 11, 1956, after the 
Department’s fiscal year 1957 appropriation hill was enacted into law. 

The amount of requesting for contributions toward the cost of maintaining 
the UNEF is $3,333,000. This international force has been in being since 
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November 7, 1956. Funds for its operations have been borrowed provisionally 
from the working capital fund. The Secretary General of the United Nations 
has now been authorized to expend up to $16,500,000 to maintain the foree from 
its inception through the calendar year 1957. Of this amount; $10 million is to 
be borne by the entire membership in the same proportion as contributions to the 
regular budget of the United Nations; under this arrangement the United States 
share is $3,333,000. This decision was a historic affirmation that the cost of peace 
is the regular responsibility of the entire ere though many of the 
members are not directly involved in the particular Middle East problem which 
disturbed the peace. 

A sudden and unanticipated increase of this magnitude in United Nations costs, 
however, poses serious problems for many of the smaller countries. The General 
Assembly, therefore, decided as an unusual measure that an appeal for voluntary 
contributions should be made to secure the balance of $6,500,000 needed for 1957. 
The United States has declared its present intention, subject to the normal consti- 
tutional processes of our Government, to make a voluntary contribution of one- 
half of the required additional $6,500,000, or $3,250,000, on the assumption that 
an equivalent amount would be pledged by other countries. It is this amount that 
will be obtained from current year’s appropriations available to the President in 
accordance with the recommendation of the House Appropriations Committee. 

The importance of UNEF’s role in maintaining world peace is unquestionable, 
and the need to insure adequate provision for its cost is urgent. The leadership 
that has been exerted by the United States in establishing UN EF requires that we 
now do everything in our power to insure that UNEF has the necessary tools to do 
its job. 

An amount of $666,600 is required as an advance by the United States to the 
U. N. working capital fund. This amount represents the United States percentage 
share, 33.33 percent, of an additional $2 million to raise the level of the fund from 
$20 million to $22 million. This increase in the working capital fund of the 
organization is deemed necessary and urgent because past experience shows that 
during certain months the cash position of the Organization is so low as to en- 
danger its fiscal stability. The United States, for instance, does not pay its con- 
tribution until July, 6 months after the fiscal period of the U. N. has begun. This 
factor, in conjunction with a higher budget level and increasing emergency expendi- 
tures, necessitated the $2 million increase. An advance to the working capital 
fund stands to the credit of the contributing members and is made at percentages 
in the current scale of assessments. 

An amount of $205,238 is requested to meet our share of the increased cost of 
operating the Denmark and Icelandic joint support agreements recently renego- 
tiated in Geneva in September 1956. These agreements provide for the mainte- 
nance of adequate aids to air navigation, communications, and meteorological 
facilities and services to insure the safety of international flights over the North 
Atlantic. The costs of maintaining the agreements are shared in proportion to 
the number of flights made by each of the 14 participating countries. The major 
reasons for the increase are (1) inflationary trends in Iceland and Denmark, (2) 
the adoption of more realistic depreciation rates for equipment based on experience 
with the unfavorable climate prevailing in the area, (3) the setting up of a 10 
percent revolving fund in each of the agreements, and (4) the inclusion of addi- 
tional services required to insure safety of flight. 

The total increase in requirements for the activities which I have referred to 
above amount to $4,249,813. When offset by $35,429 in estimated savings from 
other activities under this appropriation heading, an amount of $4,214,384 is 
actually requested at this time. 

Thank you Mr. Chairman. 


GENERAL STATEMENT 


Mr. Witcox. Referring to the amount of $44,975, it represents the 
payment of 7 years’ back dues to the International Bureau for the 
Publication of Customs Tariffs. A period of 7 years elapsed between 
the adoption by the Organization of a protocol, in 1949, which raised 
the budget ceiling and amended its classes of contribution, and the 
ratification of that protocol by the United States in September 1956. 
The annual increase to the United States under the revised protocol 
is $6,425. In other words, our contribution was raised from $2,233 
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to $8,658 per year. This means that our percentage share changes 
slightly from 4.28 to 5.14 percent. Fifty-three of the sixty-one 
members of the Organization have adhered to the 1949 protocol and 
are paying at the higher rates contained in the protocol. 


PAYMENT OF INCREASED ASSESSMENT 


As stated by Senator George when the protocol was being considered 
for ratification by the Senate: 


The protocol has been in force since 1950 with respect to the nations which 
have acceded to or ratified it. Since that date, our Government has continued 
to receive the services of the Bureau while still contributing only $2,233, according 
to the old scale of assessments. It would seem only equitable that the Appro- 
priations Committee, at the proper time, consider payment of the increased 
assessment, as of the effective date of the protocol. 

The Senate then voted by a vote of 84 to 0 to give its advice 
and consent to ratification. It was these considerations that 
undoubtedly resulted in the passage of Public Law 680 of the 84th 
Congress, which authorized the appropriation of funds for this 
purpose. This legislation was approved July 11, 1956, after the 
Department’s fiscal year 1957 appropriation bill was enacted into 
law. 

The main function, if I may say, Mr. Chairman, of this Bureau 
for the Publication of Customs Tariffs is precisely what the title 
would indicate. 

It translates the tariff schedules of the various countries and 
publishes the International Customs Journal, and it is a function we 
could not do by ourselves without greatly increased costs. 

The Department of Commerce and various business interests say 
that this is of very great value to them. There is no question about 
our joining or participating. We already have ratified the protocol. 
We already have said we think it is a fair and equitable assessment. 

lt is now just a question of going back and paying for the services 
which we have received for the last 7 years, and for which we have 
not fully paid. The law was passed by Congress which would 
authorize us to do that. The House apparently did not see fit—— 


HOUSE COMMENT 


Chairman Haypen. The House report concludes by saying that the 
committee has not included funds to be appropriated in the bill for 
this requested voluntary contribution. Smee this is not a regular 
contribution item, the committee feels that certain voluntary con- 
tributions made from funds available from the President—my in- 
quiry is: What difference does it make to the American taxpayer 
whether this is payable out of funds available to the President or 
whether it is paid out of some other source—if it is going to be paid? 

Mr. Witcox. Does this, Mr. Chairman relate to the Customs 
Bureau, or the United Nations emergency force? 

Chairman Haypen. Maybe I read the wrong one. 

Mr. Wixcox. I think another item is involved here. That is 
applicable. 

Mr. Henperson. We are not appealing that item. 

Mr. Witcox. We are not appealing the United Nations emergency 
force contribution item. 
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Chairman Haypen. No. 

Well, I was mistaken. The House said that the funds requested 
for the pay increase and the annual contribution retroactive to the 
year 1949 for the Bureau of Publication is denied. There is no 
reason given. 

Mr. Witcox. No explanation. 

My own feeling, Mr. Chairman, is that a country as large and 
relatively prosperous as our is, ought not to treat lightly its moral 
commitments of these kinds. I admit there is no legal compulsion 
to pay these past several years. They have been giving services of 
considerable value to us. The amount is relatively small. 


PERCENTAGE OF CONTRIBUTION 


Chairman Haypren. At what rate will be pay from now on? 

Mr. Witcox. $8,658, which is 5.14 percent of the total budget of 
the organization. 

Chairman Haypen. Have we paid that much even once? 

Mr. Wiicox. We are asking for that this year, I think for the first 
time. 

Chairman Haypen. For the first time? 

Mr. Witcox. Yes, sir. 

Chairman Haypen. Money for that purpose has been provided? 

Mr. Witcox. Yes, sir. 

Chairman Hayprn. Not retroactively? 


RATIFICATION OF PROTOCOL 


Mr. Wiucox. No, sir; it was only in 1956 that the protocal was 
ratified by the Senate. 

Chairman Haypren. What will become of the money if we pay 
this sum? That is, what use will be made of it? 

Mr. Wiucox. It goes into the budget of the organization and would 
be applied to the services which they render to the members of the 
organization. 

Chairman Haypren. Would that mean if they had this money 
another year our contribution would not have to be $8,000? 

Mr. Witcox. It is not my understanding that there would be a 
general reduction in the budget. The amount is not very large and 
they will perhaps translate and publish more documents than they 
would be able to do otherwise. 

Senator Toys. Mr. Chairman. 

Chairman Haypen. Senator Thye. 

Senator Tuyr. Who has financed this program in the past, inas- 
much as we are 7 years in arrears, according to the statement? 

Chairman Haypren. We have partially financed it, have we not? 

Mr. Witcox. Yes, we have contributed $2,233, which amounts to 
4.28 percent of the old budget. The other countries have therefore 
continued the upkeep and they have not been able to do quite as 
much as they would do if we had paid for the services that we received. 

Senator Toyz. That is the purpose of the question: In other words, 
no one has financed the program. You say the program would have 
done a little more, or would have expanded itself if the fund had been 
there. There | am at a loss to know if we are under an obligation of 
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$44,975 or whether that would be just an additional fund for future 
expansion. 

Mr. Witcox. Senator, we are not under any legal obligation to 
contribute for these services that have been rendered to us. I think 
we are under a strong moral obligation to do it, though. 

Senator Tuyn. But other nations, however, have not made the 
contribution that we should have made. The services just have not 
been expanded to the full bloom that you would have liked to have 
seen? 

Mr. Witcox. Yes, sir. You see, since this organization is a very 
small one and goes way back to prewar periods, our percentage con- 
tribution is very, very small, so the fact that we failed to contribute 
here would not make quite the difference it would make, sir, in the 
United Nations proper, or some organization of that kind. 

Senator Tuyr. Because, if the services had been rendered, and 
another nation had actually made the contribution and we had been 
the beneficiaries of some other nation’s efforts, then I would feel 
differently. But if the program had not been in its full bloom and 
no one has carried our burden of finance or responsibility, then it is 
a little harder for me to project myself into the mood that we should 
pay this back and give them operating funds that would be bigger 
for the future. 

Mr. Witcox. Senator, I do not think I explained myself quite 
accurately. 

Senator Toyz. You may have done it so well, but I did not under- 
stand it. 

Mr. Witcox. Fifty-three of the sixty-one members of the organi- 
zation have adhered to the protocol and paid their increased rates. 
Because of this increase in rates a better program has been furnished 
the members, including the United States. Since we have benefited 
over the years, from this improved program, we feel that it is only 
fair and equitable for us to pay the amount which we would have 
paid had we ratified the protocol at an earlier date. 


PRESIDENT’S SPECIAL INTERNATIONAL PROGRAM 


FUNDS APPROPRIATED TO THE PRESIDENT 


STATEMENTS OF THURSTON J. DAVIES, EXECUTIVE DIRECTOR, 
BRUSSELS EXHIBITION; ACCOMPANIED BY GERSON H. LUSH, 
DIRECTOR, WASHINGTON OFFICE, BRUSSELS EXHIBITION; 
I, W. CARPENTER, JR., ASSISTANT SECRETARY-CONTROLLER, 
DEPARTMENT OF STATE; EDWARD C. CROUCH, DEPUTY 
ASSISTANT SECRETARY OF STATE FOR BUDGET AND FINANCE; 
AND BEN POSNER, BUDGET OFFICER, UNITED STATES INFOR- 
MATION AGENCY 

BRUSSELS FAIR 


JUSTIFICATION 


Chairman Haypren. The committee will next consider the Presi- 
dent’s special international program. 

The House allowed $1,300,000 of the $1,500,000 supplemental 
estimate, and the reduction of $200,000 is requested to be restored. 
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The letter dated May 11, 1957, from the United States Information 
Agency and the justification will be filed in the record. 
(The information referred to follows:) 


Unirep States INFORMATION AGENCY, 
Washington, May 11, 1957. 
Hon. Lynpon B. JoHNnson, 
Chairman, Subcommitiee of the Departments of State and Justice, the Judiciary, 
and Related Agencies, 
Senate Committee on Appropriations, Washington, D. C. 

Dear Senator Jounson: As coordinator of the President’s special international 
program, a continuing appropriation, I respectfully request that your committee 
amend chapter IX of H. R. 7221, Third Supplemental Appropriation Act, 1957. 

The House allowance under this appropriation title for the Universal and Inter- 
national Exhibition of Brussels, 1958, is $1,300,000, a reduction of $200,000 in 
the $1,500,000 requested. Report No. 386 of the House Committee on Appropria- 
tions specified that this amount was ‘‘* * * expressly for construction of the 
United States national pavilion at the Universal and International Exhibition of 
Brussels.””. The House of Representatives thus omitted from this supplemental 
appropriation bill $200,000 which had been requested for contractual obligations 
with performing artists who schedule their itineraries 9 months or more in advance. 

The enclosed amendment requests restoration of $200,000, the amount of the 
House reduction. Representatives of the Department of State will appear to 
justify this increase. 

Sincerely yours, 
AppoTTt WasHBURN, Deputy Director. 


Enclosure: Statement of amendment requested. 


H. R. 7221 
CHAPTER IX—FUNDS APPROPRIATED TO THE PRESIDENT 
PRESIDENT’S SPECIAL INTERNATIONAL PROGRAM 
(Continuing appropriation) 
(House bill p. 14) 


(H. Rept. No. 386, May 3, 1957; p. 30—hearings on third supplemental appropria- 
tion Bill, fiscal year 1957) 


AMENDMENT REQUESTED OF THE SENATE 


The following amendment is requested: 
Page 14, line 6, strike out: ‘‘$1,300,000” and insert: ‘$1,500,000’. 


JUSTIFICATION 


United States participation in the Brussels World’s Fair has been planned on 
the basis of total appropriations of $15 million. This total appropriation was 
identified with United States participation in the fair in the presentation made to 
Congress in June of 1956, when approval for United States participation was 
requested. The House Committee on Foreign Affairs stated in its report on that 
legislation: “It is estimated that the cost of participation will be of the magnitude 
of $15 million * * * . The Committee believes that it is important that the 
United States be represented at an event of the magnitude and worldwide influence 
of the Brussels fair.” 

The total of $15 million has been divided into three separate segments: 

1. An appropriation of $4 million made available in the fiscal year 1957 
supplemental appropriation bill. 

2. An appropriation of $9,500,000 which was requested as part of the fiscal 
year 1958 budget, and 

3. A supplemental appropriation of $1,500,000 which was requested for 
1957 included in the third supplemental appropriation bill, 1957. 

On May 7, 1957, the House of Representatives approved the third supplemental 
appropriation bill for 1957 which included an amount of $1,300,000 for the Brussels 
World’s Fair project in contrast to the $1,500,000 requested. In the report recom- 
mending this reduction the House Committee on Appropriations specified that the 














THIRD SUPPLEMENTAL APPROPRIATION BILL, 1957 139 


$1,300,000 was “expressly for the construction of the United States national pa- 
vilion at the Universal and International Exhibition of Brussels.”’ 

By this action the House omitted from the supplemental bill $200,000 which had 
been requested for contractual obligations with performing artists. 

The amount of $200,000 would permit entering into contracts during fiscal year 
1957 to assure the availability of performing artists who schedule their itineraries 
9 months or more in advance. Although the majority of contracts with perform- 
ing artists can be deferred until fiscal year 1958, it is essential that this amount be 
made available during fiscal year 1957. The restoration of the supplemental 
appropriation of $1,500,000 requested, plus prior appropriation, will provide an 
amount of $240,000 for the performing artists program, 

This $200,000 is an integral portion of the planned $15 million program for 
participation in the Brussels exhibition. 


GENERAL STATEMENT 


Chairman Haypen. All right, Mr. Davies, will you explain the 
request? 

Mr. Davies. Gentlemen, the Brussels Universal International 
Exhibition of 1958, commonly referred to as the Brussels World’s 
Fair, asked the House of Representatives in the third supplemental 
appropriation bill, for allocation of $1,500,000. 

This was to cover two items. One was for the remainder of the 
cost of construction of our pavilion at the world fair site and develop- 
ment of that site. 

This request was made because we are in a position where, in order 
to gain the best prices and best use of services, to have this building 
built within an 8 months’ period, we must make advance obligations 
in the purchase of things like steel, plastics, and concrete. 


PERFORMING ARTS PROGRAM 


We asked also for $200,000 for the contractual work involved in 
beginning the organization of our performing arts program. 

As you know performing artists groups ordinarily schedule them- 
selves from 9 months to a year ahead, and we are unable to go ahead 
with any commitments to them, or in truth, even to start active 
negotiations with them, although we have spoken to a great many 
of them, unless we have the power of obligation. 

This does not mean in this case that the money would be spent at 
this time, but we must have flexibility if we are to put on an adequate 
performing artists program. 

The House committee disallowed the request for $200,000 for this 
purpose. 

I may say, in addition to the purposes I just outlined, that this 
$200,000 also is a part of the overall $15 million appropr iation which 
the Commissioner General and his staff consider entirely necessary, 
to put on the type of first-class program that we want to have represent 
our country in Brussels in 1958. 

Chairman Haypen. Any questions? 

Senator Tuyr. I think, Mr. Chairman, that is an absolute necessity, 
that the United States make a proper presentation in such an inter- 
national affair, because you are going to have the citizens coming 
from every country in the world, and we will be judged by what kind 
of an exhibit we have, and we will be judged very critically if we do 
not show the best exhibits on the grounds. They will appraise us for 
what we are or what they think we are by just looking at what we put 
on the exhibit. 
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Chairman Haypmen. The House report simply says the sum of 
$1,300,000 additional included, especially for United States inter- 
national exhibition in Brussels, and gives no reason for this omission. 

Mr. Davies. No, sir. 


COMPETITION FROM SOVIET UNION 


Chairman Haypen. I would like to ask what kind of competition 
we are going to have there from the Soviet Union? 

Mr. Davies. The latest reports we have is that the Soviet Union is 
planning to build a large stage and will probably present their theater 
and their ballet. If they do, of course, that is a huge undertaking, 
and I may say we are considering a ballet and theater for our own 
performing arts program. We are considering it on the basis of 
quality, rather than quantity. 

We know they can outdo us in numbers of performers they put on, 
but do not have the quality we can put into the overall performing 
arts there. 

Senator Ture. Is that the only matter—Mr. Chairman, is that the 
only matter you are going to be competing with the Soviets on? I 
hope you could get around that phase of it. 

Mr. Davies. As you know, our pavilion adjoins that of the Soviets. 
A‘ great many of the countries, 16 or 18 countries, are going to have 
performing arts in Brusse's, during the time of the international 
exhibits. As a matter of fact, things like Old Vic, and some of the 
great French performers are going to be in there, so we will be in 
plenty of competition. 

I think it is normal for the question to be asked about competition 
with the Soviets, because they are our closest neighbors. 

Chairman Haypren. Any further questions? 


RUSSIAN EXPENDITURES 


Mr. Davies. I would like to add that the best estimate that we can 
get now for the overall cost for the Russian cost of participation is in 
the sum of about $50 million. 

Senator Youna. Which is, of course, much more than we would 
spend. 

Senator Hotuann. Mr. Chairman, I think the record should show 
that not only in the performing arts are we competing. The perform- 
ing arts is only a small part of the exhibit, I take it. 

Mr. Davies. From the beginning of this project, the areas of our 
participation have been marked out, on which we have made arrange- 
ments for our participation. We have first our exhibition in our 
national pavilion, and then our participation in the international 
science section, where a large group of exhibits are going to be shown, 
an exhibition in the basic sciences; and in this exhibition, we will have 
the first chance we have had to show the contribution that American 
science has made to pure science, as opposed to applied science, which 
Europeans think is the only thing we do. 

We are participating in the international fine arts and in that 
exhibition we will make many contributions. We will give contempo- 
rary art exhibitions, and a contribution of the old masters, which will 
be an exhibition which will be shared in by most of the nations there. 
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This will give a sort of an idea of what we are trying to do to present 
America. 
INDUSTRIAL EXHIBITS 





Senator Hottanp. You have not said anything about industrial 
exhibits. Will there be any industrial exhibits? 

Mr. Davies. There will be an industrial pavilion, and the exhibition 
will feature the theme that we are never satisfied with what we have, 
we want constantly to improve our science and our technology and 
our culture. 

In doing that, our contributions from industry will not be in the 
form of commercial exhibits, but will be in the form of contributions 
of various corporations in the United States of various things that fit 
into the general theme of the United States exhibit. 
Senator Hotianpb. That will be in the pavilion? 

Mr. Davies. Yes. 
Chairman Haypen. Are there any further questions? 



















RESTORATION REQUEST 





Senator SaLtTronsTaLuL. Mr. Chairman, I just came in and I apolo- 
gize, but all I can say is I was working on the budget. 

Do I understand that you want $200,000, and you are also asking 
for the restoration of $4,500,000 of next year’s budget? 

Mr. Davies. Yes, sir; that adds up to the sum that was taken off by 
the House Appropriations Committee. 

Senator SALTONSTALL. Suppose we didn’t give you the $200,000, 
then we would have to add $200,000 on next vear? 

Mr. Davies. That is right. 

Senator SaLronstauu. If we did not do that, do I understand that 
you could build your building, which you have already contracted for, 
whic +h would take about 30 ‘percent of your funds, and if we did not 
give you an additional amount of money, it would cut your operation 
50 percent; is that right? 

Mr. Davies. It would cut our operation 75 percent. 

Senator SALTONSTALL. 75 percent? 

Mr. Davies. Yes; because we would have a wonderful building 
with an adequate staff, and it would be just like having a train with 
an engineer, conductor, and no passengers. 

I might explain here also, Senator, that the reason we want the 
authorization of our request for the full $15 million in this supplemental 
appropriation and in our 1958 appropriation is that in a time like this, 
we have to obligate practically every cent of our funds before we can 
request a supplemental appropriation for 1958 from the next Congress. 

The fair opens on April 17; and by the time January 1, 1958, comes 
around, we will be contracted or obligated with everything that we 
can spend for this fair, or practically everything. 

Senator SaLronsTaLL. Thank you. Thank you, Mr. Chairman. 
Senator Youna. Off the record. 

(Thereupon, there was a discussion off the record.) 

Senator Toys. Do you plan to show something like Cinerama? 
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NEW DOCUMENTARY SHOWING 


Mr. Daviss. Yes, sir. In addition, we are negotiating now for 
the production of an outstanding new documentary showing the land 
and the people, which may be done in either a straight presentation 
or on Todd—AO. 

If we do, we think that these 2 things will be the 2 outstanding 
attractions of the whole fair, and we are working on those 2 things 
very hard at the present time. 

Senator THyn. The reason I asked vou that question was that it 
was my good fortune and also my embarrassment to be at Bangkok 
in 1953 when the trade fair was there, and the United States had 
such a poor exhibit, and the Soviet Union had such a fine exhibit, 
and people were going by in thousands, and they would only stand 
and then wonder what next. The later reports show that Cinerama 
attracted a tremendous crowd every day, and that is what led me to 
ask you about that, because I think it will be most impressive if 
you have it. 

Mr. Davies. That is what we are trying very hard to have. 

Senator SALTONSTALL. Just one question, Mr. Chairman, and again 
I apologize for not being here, but I have been working on our mutual 
problem. 

Mr. Henderson, the $699,000 for your salaries is merely the salary 
increase allowed by law and does not put on any new positions; is 
that correct? 

Mr. Henperson. That is correct. It includes the salary adjust- 
ments, medical benefits, and official residence allotments but it does 
not add any new positions. 

Chairman Haypen. Senator Holland, do you have anything else 
for this record? 

Senator Hotitanp. Yes, Mr. Chairman. 


PANAMA CANAL 
PANAMA CANAL COMPANY 


STATEMENTS OF MERRILL WHITMAN, SECRETARY, PANAMA 
CANAL COMPANY, ASSISTANT TO THE GOVERNOR OF THE 
CANAL ZONE; WILLIAM E. PRICE, DESK OFFICER FOR PANA- 
MANIAN AFFAIRS, IN BEHALF OF THE DEPARTMENT OF STATE 


PANAMA CANAL BRIDGE 


Chairman Haypen. You may proceed, Senator Holland. 

Senator HoLtianp. The next item for consideration is a request in 
the amount of $1 million for the Panama Canal Bridge. This item 
was not allowed in the House bill. 

In the hearings of Wednesday, May 1, 1957, on the regular bill for 
1958 on Commerce and related agencies, Governor Potter testified 
with regard to this item, but he could not be present today. I would 
like to ask that his testimony be printed in the record at this point. 

(The testimony given on the date referred to follows:) 

Senator HoLtuanp. Public Law 753 of July 23, 1956, authorizes the 
construction of a bridge over the Panama Canal at Balboa, C. Z. On 
page 22 of House Document 115 of March 12, 1957, is found the 
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request for $1 million for subsurface exploration, preparation of plans 
and specifications, and other activities preliminary to the construction 
of the bridge. 

At this point there will be placed in the record Public Law 753, the 
language from House Document 115, and your justifications. 

(The information referred to follows:) 


“Pusiic Law 753, 84TH CoNGREsS 


“CHAPTER 665, 2D SESSION 
“H. R. 9801 


“AN ACT To authorize and direct the Panama Canal Company to construct, maintain, and operate a 
bridge over the Panama Canal at Balboa, Canal Zone 


“Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That it is hereby declared that the United States 
is obligated under the terms of point 4 of the General Relations Agreement be- 
tween the United States and the Republic of Panama, effected by an exchange 
of notes signed at Washington on May 18, 1942 (Executive Agreement Series 
Numbered 452), to construct a tunnel under or a bridge over the Panama Canal 
at Balboa; that a high-level bridge at such point would be more desirable than a 
tunnel; that the construction, maintenance, and operation of any such bridge 
and the approaches thereto should be administered by the Panama Canal Com- 
pany; and that the expenses of construction, maintenance, and operation of any 
such bridge and the approaches thereto should be treated as extraordinary ex- 
penses incurred through a directive based on national policy and not related to 
the operations of the Panama Canal Company. 

“Sec. 2. The Panama Canal Company is authorized and directed to construct, 
or to cause to be constructed, and to maintain and operate, a high-level bridge, 
including approaches, over the Panama Canal at Balboa, Canal Zone. 

“Sec. 3. There are hereby authorized to be appropriated such amounts as may 
be necessary to carry out the provisions of this Act. 

“Approved July 23, 1956.” 


“PaNnAMA CANAL COMPANY 
“Panama Canal Bridge 


‘For expenses necessary for work preliminary to the construction of a high-level 
bridge across the Panama Canal at Balboa, Canal Zone, as authorized by the Act of 
July 23, 1956 (70 Stat. 596), $1,000,000, to remain available until expended.” 

The above-mentioned law authorizes and directs the Panama Canal Company 
to construct, or to cause to be constructed, and to maintain and operate, a high 
level bridge, including approaches, over the Panama Canal at Balboa, C. Z. The 
estimated total cost of construction is $20 million. 

This proposed appropriation is to provide the agency with funds for subsurface 
exploration, preparation of plans and specifications, and other activities which are 
preliminary to the construction of the bridge. 





An appropriation in the amount of $1 million is required for 1957 to provide for 
subsurface exploration, preparation of plans and specifications, and other activities 
preliminary to the construction of a high-level bridge across the Panama Canal at 
Balboa, C. Z. 

Relation of costs to obligations.—The relationship is derived from year-end 
balances of selected resources as reflected in the following table: 


1957 1958 





| 1955 | 1956 


actual actual | estimate | estimate 
Selected resources at end of year: Undelivered orders (appro- | } 
priated balances obligated for goods and services on order not 
vet receive 1) . sal $700, 000 $200, 000 
Seleeted resources at start of year (—)- — 700, 000 
Costs financed from obligations of other years, net (—) — 500, 000 
Obligations incurred for costs of other years, net 700, 000 


92032—57—_—_10 
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JUSTIFICATION 


A supplemental appropriation in the amount of $1 million is required for 1957 
to provide for subsurface exploration, preparation of plans and specifications, and 
other activities preliminary to the construction of a high-level bridge across the 
Panaam Canal at Balboa, C. Z., as authorized and directed by the act of July 23, 
1956 (ch. 665, 70 Stat. 596). Early initiation of construction will permit the 
Panama Canal Company to promptly fulfill the United States commitment to 
the Republic of Panama under the terms of point 4 of the General Relations 
Agreement between the United States and Panama of May 18, 1942 (executive 
agrement series 452), and of item 5 of the memorandum of understandings 
reached, signed January 25, 1955 (treaties, etc., series 3297). 


BRIDGE ACROSS CANAL NEAR PACIFIC 


Senator HoLLtanp. Now on this Panama Canal Bridge, as I under- 
stand it, that bridge is to go across near the Pacific to do away with 
what is now a big bottleneck. The traffic now has to go across a 
bridge above one of the locks? 

General Porrrer. Yes, sir; and a ferry. 

Senator Hottanp. Now do you have anything to report to this 
committee with reference to the progress made toward the planning on 
that new high-level bridge? 

General Porrrr. Last year Congress authorized the construction of 
this bridge. The $1 million requested is for the design and engineer- 
ing of the structure. The structure is estimated to cost $20 million. 
It will be a high-level bridge and part of the cost, of course, is because 
of the fact that it must sit so high above the canal in order that ships 
may go through without any impediment whatsoever. 


TREATY COMMITMENT 


The Panamanians are anxiously awaiting the starting of this bridge 
because it is a treaty commitment. It is a part of the Inter-American 
Highway, or will be, rather. It will relieve us from almost half a 
million dollars a year in costs of operating the free ferry and it will 
enable us to eliminate the Miraflores Bridge at the lower end of the 
Miraflores locks, which is now the only real passage over the canal. 

Senator HoLutanp. Well, aside from the convenience to the local 
people, my observation was that a very large part of the traffic there 
was our own traffic, both civilian and military, and it was held up for 
long periods of time, is that correct? 

General Porrrr. That is right, sir. 


LINK IN INTER-AMERICAN HIGHWAY 


Senator HoLttanp. With the completion of the Inter-American 
Highway, of which this is the last point before the traffic is poured 
over into the Republic of Panama, the traffic congestion will be largely 
augmented, will it not? 

General Porrer. Once that Inter-American Highway is completed, 
and it is completed except for relatively short stretches down through 
that area, Central and South America will start to be opened up to our 
tourists and our business people very much more than they are today. 

Senator HoLtianp. You are going to have a lot more traffic moving 
in both directions because of the completion of that highway, which is 
scheduled for completion in a little more than a year, sir? 
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General Potrrrer. Yes, sir. 

Senator Houuanp. I think it will be completed long before the bridge 
can be built? 

General Porrer. Yes, we think, sir, from the time this money is 


made available it will be aimost 4 years before the bridge can be 
completed. 


INCONVENIENCES TO BUSINESS AND SERVICE PEOPLE 


Senator HoLtanp. Having been held up there for over 30 minutes 
on 2 different occasions until ships had passed by and traffic was 
allowed to move, I know something of the inconvenience that must be 
occasioned to business people and service people who are in a hurry. 
I was not in a hurry myself. I did find lots of things to see that were 
interesting to me. 

General Porrmr. That would be especially true on a hot day, sir. 

Senator HoLuanp. It seems to me it is not only needed but it is a 
must down there. 

General Porrer. It is a commitment of the United States in the 
treaty, Senator. 

Senator HoLLtanp. Now if there is any specific support of this 
which you think is needed, you may of course come back before the 
committee at that time, but I would suggest if that is the only thing 
requiring you here, that, having heard you to this extent, the com- 
mittee would be content with having a good written statement mailed 
up by you on it. 

General Porter. Yes, sir. 

I can say this, however, that I conceive of it as being vital in inter- 
national relations because we have committed ourselves. This bridge 
will serve to open up Central America. The only thing that prevents 
those countries from really booming industrially, sir, is lack of com- 
munications and this will be an element of that communication. It 
will be a great service to all of Central and South America to provide 
this passageway over the canal. 

Senator HoLtanp. Thank you very much, General. 

(Conclusion of testimony given on Wednesday, May 1, 1957.) 


LETTER FROM PANAMA CANAL COMPANY 


Senator Hottanp. Mr. Chairman, I should also like to ask that 
there also be placed in the record the letter of May 7 from Mr. Whit- 
man, Secretary of the Panama Canal Company, addressed to the 
chairman of the committee requesting restoration of this item, and 
transmitting a proposed amendment to the bill. 

Chairman HaypEen. Without objection, the above-mentioned ma- 
terial will be inserted in the record at this point. 

(The documents referred to follow:) 


PANAMA CANAL COMPANY, 
Washington 4, D. C., May 7, 1957. 
Hon. Cart HaypeEn, 
Chairman, Committee on Appropriations, 
United States Senate. 

Dear SENATOR HaypENn: The proposed supplemental appropriations sub- 
mitted to the Congress by the President with his letter of March 12, 1957 (H. Doc. 
115) included a request for $1 million for work preliminary to the construction 
of a high-level bridge across the Panama Canal at Balboa, C. Z., as authorized 
by the act of July 23, 1956 (70 Stat. 596). 
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In reporting on the third supplemental appropriation bill, 1957, H. R. 7221, 
the House committee omitted this item “‘In view of the need, wherever feasible, 
to delay all new undertakings of this kind until the Federal fiscal situation has 
improved,” 

The United States Government initially undertook to construct this bridge in 
an Executive agreement with the Republic of Panama in 1942. In a memo- 
randum of understandings reached with the Republic of Panama accompanying 
the 1955 treaty with that country, the United States again agreed to seek legisla- 
tive authorization and appropriations for the construction of the bridge. After 
ratification of the 1955 treaty, the Congress authorized the construction in the 
act of July 23, 1956 (70 Stat. 596). 

The Department of State advises that the early initiation of work on this 
project is important from the standpoint of our relations with the Republic of 
Panama, and it is urgently requested that H. R. 7221 be amended by inclusion 
of this item. 

Sincerely, 
MERRILL WHITMAN, 
Secretary, Panama Canal Company, 
Assistant to the Governor of the Canal Zone. 


PaNnaAMA CaNAL COMPANY 
(House hearings, pp. 1—5) 
Page 4, preceding line 1: 


Ce ee es oes hind ns wei hina E None 
I oot aa heck PR oats ew pain sep ee ee he $1, 000, 000 
House allowance____-_ At ER SED iets SMS ek URS ee None 
Decrease House allowance from amount requested_________.-__-- — 1, 000, 000 
Restoration requested_-_-_-_-_-_--_-- i ata edie > shligx dine because , 1, 000, 000 


AMENDMENT REQUESTED 


On page 3, after line 24 insert: 


“PanaMA CANAL COMPANY 
“PANAMA CANAL BRIDGE 


“For expenses necessary for work preliminary to the construction of a high- 
level bridge across the Panama Canal at Balboa, Canal Zone, as authorized by the 
Act of July 23, 1956 (70 Stat. 596), $1,000,000, to remain available until ex- 
pended.’’ 

HOUSE REPORT 


“Panama Canal Company 


“Panama Canal Bridge.-—The budget estimate of $1,000,000 for work pre- 
liminary to the construction of a high-level bridge across the Panama Canal at 
Balboa, Canal Zone, has not been approved by the committee. In view of the 
need, wherever feasible, to delay all new undertakings of this kind until the 
Federal fiscal situation has improved, action on this item is deferred.’’ 


JUSTIFICATION 


The proposed amendment would appropriate $1 million to provide for sub- 
surface exploration, preparation of plans and specifications, and other activities 
preliminary to the construction of a high-level bridge across the Panama Canal 
at Balboa, C. Z., as authorized by the act of July 23, 1956 (70 Stat. 596). The 
United States first undertook to construct such a bridge in the general relations 
agreement between the United States and Panama dated May 18, 1942 (Executive 
Agreement Series 452). Subsequently in item 5 of the memorandum of under- 
standings reached with the Republic of Panama accompanying the 1955 treaty 
with that country, the United States Government undertook to seek legislative 
authorization and necessary appropriations for the construction of the bridge at 
Balboa referred to in point 4 of the 1942 agreement. Following ratification of 
the 1955 treaty and accompanying agreement, the Congress authorized the con- 
struction of the bridge in the act of July 23, 1956 (70 Stat. 596). 
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The total cost of the project is estimated at $20 million. The amount requested 
in this appropriation is for preliminary subsurface exploration, preparation of 
plans and specifications, and similar preliminary activities. 

The Department of State has advised that the early initiation of work on this 


eo is important from the standpoint of our relations with the Republic of 
Panama. 


GENERAL STATEMENT 


Senator Hotiann. Mr. Chairman, I understand that Mr. Whitman 
and Mr. Price are both here to support this appeal. 

Also, Mr. Chairman, I am not certain that I made it clear that I 
would like to have the previous record in this matter incorporated into 
this record. 

Chairman Haypen. Without objection, of course, that will be done. 

You may proceed, Mr. Whitman. 

Mr. Wuirman. My name is Merrill Whitman. I am secretary of 
the Panama Canal Company and assistant to the Governor of the 
Canal Zone. I appreciate very much the opportunity to appear in 
support of the appropriation for preliminary work on the higb-level 
bridge across the Panama Canal at Balboa, C. Z., as authorized by 
the act of July 23, 1956. 

The United States has undertaken twice in formal negotiation with 
the Republic of Panama to build such a bridge. First, in 1942 in 
connection with certain agreements relating to defense bases in the 
Republic, the United States Government agreed to build a bridge over 
the canal at Balboa. Because of the shortages of supplies, materials, 
and labor during the war, the construction was not then undertaken. 
In an agreement which accompanied the 1955 treaty with the Republic 
of Panama, we reiterated our undertaking to build this bridge. The 
treaty was ratified, and then proclaimed. 


AUTHORIZING LEGISLATION 


Last year, in the 84th Congress, the Congress authorized, the con- 
struction of this bridge with appropriations from the Treasury of the 
United States for that purpose. This year we have submitted a supple- 
mental request for $1 million for preliminary design and test work to 
be expended during fiscal year 1957 and in 1958. The balance of the 
cost of the bridge will be financed by appropriations to be sought in 
1959 and succeeding years. 

Having undertaken to build the bridge and having had the bridge 
authorized by the Congress, we think it is only fair and just that the 
United States proceed with the construction. The Department of 
State has assured us that the early commencement of this project is 
very important in the conduct of our relations with Panama. 


TOTAL ESTIMATED COST OF BRIDGE 


The total cost of the bridge is now estimated at about $20 million, 

That concludes my general statement, Mr. Chairman. I shall be 
glad to answer any questions the committee may have. 

Senator Hotuanp. Mr. Chairman, I have a question. 

Chairman Haypen. Yes, Senator Holland. 
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TREATY COMMITMENT 


Senator Hotuanp. As I understand you, the United States was 
committed during wartime as part of our contribution in exchange 
for additional bases in the Republic of Panama to the eventual build- 
ing of this bridge; is that correct? 

Mr. Wuirman. That is correct; yes, sir. 

Senator Hotitanp. And then by the formal treaty, which we rati- 
fied in 1955, we again were committed to that objective; is that not 
correct? 

Mr. Wuirman. That is correct. The commitment is in a memo- 
randum of understandings which accompanied the treaty and which 
was before the Senate at the time of the ratification. 

Senator Hottanp. And then the authorization in the customary 
way was put through in 1956? 

Mr. Wuirman. That is right. 

Senator HotLanp. Now, as a matter of fact, this bridge will consti- 
tute the south end of the Inter-American Highway across which the 
traffic goes across the canal and enters into Balboa and Panama City; 
is that correct? 

INTER-AMERICAN HIGHWAY 


Mr. Wuirman. It will form a link in the Inter-American Highway 
and we have collaborated with the Public Roads Administration in 
planning for the bridge with that end in view. 

Senator Hotuanb. As a matter of fact, the only quick method of 
surface transportation across the canal at the Pacific end is a highway 
across one of the locks across the canal; isn’t that correct? 

Mr. Wurman. There is a swing-span bridge across the southern 
approach to Miraflores locks but traffic over the bridge is subject to 
interruption whenever a ship goes through the canal. 


TRAFFIC TIEUPS 


Senator HoLtanp. When several ships go through the canal, 
whether it is nonmilitary Panamanian traffic or military, or American 
civilian or military, there is a terrific pileup; isn’t that correct? 

Mr. Wuitman. That is correct. 

Senator HoLianp. The absence of a permanent bridge is a source of 
delay and irritation and loss, isn’t it? 

Mr. Wuirman. That is correct. 


HIGH-LEVEL BRIDGE 


Chairman Haypen. This new bridge would be built so that it would 
be in use regardless of the canal traffic, would it not? 

Mr. Wuirman. Yes, sir; it will be a high-level bridge so that traffic 
through the canal will pass under the bridge. 

Senator Hotianp. As a matter of fact, essential travel within the 
Canal Zone, both civilian and military, is affected just as greatly by 
interruptions caused by the swing span bridge as the travel within the 
Republic of Panama, is it not? 

Mr. Wuitman. That is unquestionably true. 

Senator Tuyr. Then will this bridge be located somewhere near the 
locks that exist, that affect the highways, sir? 
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Mr. WuitMAN. It will be located some 3 or 4 miles south of the locks. 
It will be located below the locks. 


OPERATION OF FERRY 


Senator Tuyr. Will there be any ferries in operation near you— 
are there any in operation near your area now? 

Mr. Wuirman. We are operating a ferry at the proposed site of the 
new bridge. 

Senator THyr. Then in the event of a ship passing through the 
locks now and traffic cannot pass, you can turn to the right and go 
down and get aboard a ferry and go across now? 

Mr. Wuirman. Yes, sir. 

Senator Tuys. Is that what you are doing? 

Mr. WuirMan. Yes, sir. 

Senator Tuy. Because that is what I understood from previous 
hearings, that whenever they couldn’t pass over the highway, they 
would merely turn to the right and take the ferry but it is an incon- 
venience and an added mileage. 

Mr. Wuirman. Some cars, of course, use the ferry in preference to 
the bridge because it is nearer to Panama City. 

Senator Hoiianp. That is true. It depends on where the traffic 
is coming from. 

Mr. Chairman, I understood that the Department of State has 
sent a witness to give their impressions. 

Chairman Haypen. All right. We will hear from them. 

Senator Hotuanp. I understood that their representative would 
speak on speeding the building of this bridge and the speedy ful- 
fillment of our treaty. 

Is Mr. Price present? 

Mr. Price. Yes, Senator, I am here. 

Senator HoLianp. Please give your full name and official title for 
the record, please. 

Mr. Price. William E. Price,.desk officer for Panamanian Affairs, 
Department of State. 

t appisdats this opportunity afforded me by you gentlemen to 
appear before you and explain the Department of State’s interest in 
this matter. 

PREPARED STATEMENT 


With your permission, I shall read a brief statement. 
(The statement referred to follows:) 


STATEMENT OF WILLIAM E. Price, Desk OrriceR FoR PANAMANIAN AFFAIRS, 
IN BEHALF OF THE DEPARTMENT OF STATE 


In accordance with the provisions of item 5 of the memorandum of understand- 
ings reached, which accompanies the treaty of 1955 between the United States 
and the Republic of Panama, the United States committed itself to seeking the 
necessary legislative authorization and appropriations for the construction of a 
bridge at Balboa. 

In behalf of the Department of State, I should like to emphasize most strongly 
the Department of State’s interest in the enactment of enabling legislation which 
would provide funds needed in constructing the bridge at Balboa, thus fulfilling 
the United States obligation to the Republic of Panama. 

I feel compelled to point out that failure of enactment of such enabling legisla- 
tion might seriously impair this Government’s relations with the Government 
and people of Panama. There is reason to believe that failure of enactment of 


i, 
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necessary legislation would certainly be attributed by the Panamanians to bad 
faith on the part of the United States and construed as evidence of this Govern- 
ment’s intention not to comply with its obligation. 

Accordingly, the Department of State recommends and urges favorable action 
by this committee. 


TRAFFIC SITUATION 


Chairman Haypen. Do you have any further questions? 

Senator HoLttanp. Mr. Chairman, if I might just state from my 
own observation, having several times waited while ships were passing 
through and having noted the great queue of traffic piled up on both 
sides, I can readily see that here is something that is going to be a 
continuous thorn in the flesh and a continuous source of trouble, some- 
times great and some times small, until it is cured. 

Having obligated ourselves, it seems to me that we ought to do 
everything we can to remedy this. 

Chairman Haypgen. The House report states: 

In view of the need, wherever feasible, to delay all new undertakings of this 
kind until the Federal fiscal situation has improved, action on this item is deferred. 
But the longer we wait, isn’t it going to cost us more? 

Senator HoLLtanp. Not only that, Mr. Chairman, but the people 
in Latin America know perfectly well how many billions we are spend- 
ing in other parts of the world. 

Mr. Price. I would say, Mr. Chairman, that I shouldn’t think that 
Congress should allow a few million dollars to hold up our meeting 
or completing a tremendous obligation to the Republic of Panama? 

Chairman Harypen. Thank you, gentlemen. 


ARCHITECT OF THE CAPITOL 


STATEMENT OF J. GEORGE STEWART, ARCHITECT OF THE CAP- 
ITOL; CHARLES A. HENLOCK, ADMINISTRATIVE OFFICER, 
AND THOMAS F. CLANCY, SUPERVISING ENGINEER 


WAGE-BOARD PAY INCREASES 


Mr. Stewart. Mr. Chairman, I have a prepared statement that I 
would like to read for the record. 

The consideration of your committee is respectfully requested to 
making the following changes in H. R. 7221, 85th Congress, Third 
Supplemental Appropriation Act, 1957, as passed by the House, 
May 7, 1957, with respect to items under the Architect of the Capitol. 

Page 18, line 25: Strike out the amount $13,500” and insert in 
lieu thereof the amount of ‘‘$21,500’’. 

The amount of $13,500 allowed by the House provides funds for 
payment of retroactive wage-board pay increases effective December 
2, 1956, to those employees on the “Capitol buildings” payroll (com- 
monly known as wage-board employees) whose compensation is fixed 
and adjusted from time to time in accordance with prevailing rates, 
under authority of Public Law 763, 83d Congress. 


ADDITIONAL ELEVATOR EMPLOYEES 


It is requested that this amount be increased by $8,000 to $21,500 
to cover the cost of the salaries of 5 elevator operators, at the rate of 
$3,200 per annum each, for the 6-month period December 28, 1956, 
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to June 30, 1957, employed to operate the 2 additional elevators in- 
stalled in the Senate wing of the Capitol under authority of Public 
Law 155, 84th Congress, which were placed in service last December. 
The employment of these operators since last December has been 
necessary in order that the Senate and the public might have the use 
of these two elevators during the Ist session of the 85th Congress. 

Page 18, after line 25, add the following new paragraph: 

Not to exceed $25,000 of the amount of $60,000 under the heading “Capitol 
Buildings’ continued available for the fiscal year 1957 in the Legislative Branch 
Appropriation Act, 1957, for the installation of two additional elevators in the 
Senate Wing of the Capitol is hereby made available for expenditure without 
regard to Section 3709 of the Revised Statutes, as amended, for repairs and im- 
provements to the two elevators in the Senate Wing located adjacent to the two 
additional elevators and is continued available until June 30, 1958. 

Under authority of Public Law 155, 84th Congress, approved July 
12, 1955, and an appropriation of $285,000 implementing that act, 2 
additional elevators, known as elevators S-2—A and S-3—A, were 
installed in the Senate wing of the Capitol, adjacent to and east of the 
2 crens elevators, S-2 and S-3, at the main east front entrance to 
the Senate wing. Obligations, totaling $181,827, were incurred in the 
fiscal year 1956 under the amount of $285,000 provided for the new 
elevator installation in the Legislative Appropriation Act, 1956; and 
under the provisions of the Legislative Branch Appropriation ’ Act, 

1957, not to exceed $60,000 of the unobligated | balance of that amount 
was continued available for the fiscal year 1957. To date, obligations 
totaling $18,921 have been incurred under the $60,000 balance. 


REPAIRS AND IMPROVEMENTS TO ELEVATORS 


It is requested that not to exceed $25,000 of this balance be made 
available for the purpose of repairs and improvements to the 2 ele- 
vators located adjacent to the 2 new elevators, so as to place all 4 of the 
elevators at the main east front entrance to the Senate wing in first- 
class, modern condition. 

The following work is proposed to be done on the 2 old elevators at 
an estimated cost of $25,000: 

The two old elevator cars will be replaced with new wood cars, with 
interior of car walls veneered with Formica Realwood. The new 
cars will include modern indirect lighting, blower-type ventilation, 
new solid-panel flush-type car doors, with the interior face veneered 
to match the car walls, bronze kickplates, bronze binders, bronze 
transom over car doors for mounting of car position indicator, bronze 
entrance columns, bronze handrails, and new rubber tired sheave- 
type hangers for the car doors—all similar in design and construction 
to the new cars recently provided for the two new adjacent elevators. 


SAFETY DEVICES 


The existing obsolete car-safety devices will be replaced with com- 
plete new, modern car-safety devices of the flexible-guide-clamp 
type, new car platform, with new rubber tile floor and new roller-type 
guides. 

The old machine of elevator No. S—3 will be replaced with a new 
hoisting machine, complete with motor, worm and gear, brake, trac- 
tion sheave, deflector sheave, and new hoisting cables. 
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If this item is approved, a contract will be immediately let for the 
new cars and other replacement items, so as to insure their fabrication, 
delivery, and installation in time to have these elevators restored to 
service not later than December 15, 1957. The work of installation 
will be done during the adjournment of Congress. It is necessary to 
request that the funds be continued available for the fiscal year 1958, 
as some of the work must be done by direct day labor after July 1, 1957. 

It is requested that authority be provided to expend these funds 
without regard to section 3709 of the Revised Statutes, as amended, 
in order that the cars to be installed may match the two new adjacent 
cars recently installed. 


WAGE-BOARD PAY INCREASES 


Page 18, after the new paragraph proposed to be added with respect 
to the elevators, add the following: 


For an additional amount for “Senate Office Building’’, $17,000. 


This amount is requested for payment of retroactive pay increases 
to Senate Office Building wage-board employees under the Architect 
of the Capitol, effective December 2, 1956. 

Under the provisions of Public Law 763, 83d Congress, 728 laborers 
and mechanics employed under the Architect of the Capitol, including 
164 at the Senate Office Building, are compensated on a wage-board, 
prevailing-rate basis. Public Law 763 provides that the compensa- 
tion of such employees shall be fixed and adjusted from time to time 
as nearly as is consistent with the public interest in accordance with 
prevailing rates. 

Following a general survey of governmental and industrial employ- 
ees’ wages in the Washington metropolitan area in the past year, con- 
ducted by the Defense Department and other Government agencies, 
higher rates were established, effective December 1956, for most 
laborer and mechanic positions. As such new rates could not be put 
in effect by the Architect of the Capitol last December, without at 
the time incurring a deficiency, authority was requested and is pro- 
vided in the third supplemental appropriation bill, as passed by the 
House, to grant these employees retroactive pay increases, effective 
December 2, 1956, and to pay the expenses of such retroactive pay 
increases from appropriations available for expenditure by the Archi- 
tect of the Capitol for the fiscal year 1957. In order that such pay- 
ments may be made to wage-board employees of the Senate Office 
Building, it is necessary to request a supplemental amount of $17,000 
under the 1957 Senate Office Building appropriation. 

Senator Tuysr. Off the record. 

(Discussion off the record.) 

Chairman Haypen. You were just telling us something about the 
elevators and the safety measures, that they were obsolete. 

Senator SatronsTaLL. May I ask one question, Mr. Chairman? 

Chairman Haypen. Off the record. 

(Thereupon, there was a discussion off the record.) 

Chairman Haypen. Thank you, sir. 
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NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 
INTERNATIONAL ASSOCIATION OF MACHINISTS 


STATEMENT OF WILLIAM H. RYAN, REPRESENTATIVE 


WAGE BOARD EMPLOYEE INCREASES 


Chairman Haypen. Our next witness is Mr. Ryan. 

Mr. Ryan. 1 am William H. Ryan. I am president of district 44 
of the International Association of Machinists. 

Chairman Haypren. We have some telegrams, and I will be glad to 
put them in the record. 

(The material referred to follows:) 


WasHincaton, D. C., May 9, 1957. 
Hon. Cart Haypen, 


Senate Office Building, Washington, D. C.: 

This organization respectfully requests that Senate Appropriations Committee 
insert sum of $575,000 in H. R. 7221, third supplemental appropriations bill, to 
pay wage-board employee increases approved December 1956 by National 
Advisory Committee for Aeronautics. 

Please refer to House debate on subject contained in pages 5731 through 5733 
of May 7 Congressional Record. NACA claims unable to pay increases out of 
existing fiscal 1957 funds. These employees have suffered an injustice by not 
being paid increases due them under Federal statutes and policy requiring the 
payment of area prevailing rates. Your active support for inclusion of necessary 
funds is respectfully requested and will be deeply appreciated. 

Wiuuram H. Ryan, 
President, District No. 44, International Association ,of Machinists, 


AFL-C 


Wasuinoaton, D. C., May 10, 1957. 
Hon. Carn HaypDEn, 


Chairman, Senate Appropriations Committee, 
The Capitol, Washington, D. C 


The undersigned respectfully requests the opportunity to testify before the 
Senate Appropriations Committee in reference to H. R. 7221, the third supple- 
mental appropriations bill. A large number of our members and their families 
are being unjustly dealt with because of lack of funds in NACA to pay wage-board 
increases approved last December 1956 under authority of Federal statutes. 


Wiiuram H. Ryan, 
President, District 44, I. A. of M., AFL-CIO. 


GENERAL STATEMENT 


Mr. Ryan. Thank you very much. I appreciate the opportunity 
of coming before the committee, to speak for the addition of $575,000, 
in the third supplemental appropriation bill, H. R. 7221, which is 
for paying wage board increases that are due to the wage board 
employees who are employees of the National Advisory Committee of 
Aeronautics. 

These employees’ wages are set by taking area wage surveys to 
find out what the ‘‘going rate” is in the area. According to the law 
enacted by the Congress they shall be paid the rate in their area for 
comparable work. 

These employees have been denied increases that have been due 
them since last December. The National Advisory Committee on 
Aeronautics made a requset of the Bureau of the Budget, and the 
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Bureau of the Budget turned them down and told them to use funds 
that they already had on hand to pay these wage increases that were 
due. 

The National Advisory Committee on Aeronautics had a sum of 
money on hand, but it is obligated as far as they were concerned 
toward a recruitment program for scientists and techincal engineers 
graduating from colleges this summer. 

The NACA is short 400 of these types of people and the only 
source they have to recruit these people and get them into this very 
important phase of governmental operation, is to get them from the 
colleges. They must use the money that they have on hand for that 
purpose. 

APPROVED WAGE INCREASES 


In taking that position, of course, it means that their other em- 
ployees, such as machinists, toolmakers and so on, will go without 
wage increases that were approved for them as far back as December 
1946. 

There is information in the Congressional Record on this subject. 
I am sure you remember when this bill was being considered on the 
floor of the House that there was an amendment offered. 


EXCERPT FROM CONGRESSIONAL RECORD 


Chairman Haypen. I have here the Congressional Record for 
May 7, and the statement made by Mr. Thomas in regard to it: 


Mr. Chairman, there is no disposition, of course, on the part of the committee 
or any member thereof to deny to anybody any increase to which they are 
entitled. This matter came up in the committee, and I think the Bureau of 
the Budget was correct in its determination of the matter. The Bureau of the 
Budget told the National Advisory Committee for Aeronautics to absorb that 
pay increase and, frankly, I think it can absorb it 

This committee has, in the 10 years that I have served on it, nourished the 
NACA and has er couraged it to grow. It now has about 8,235 appropriated jobs. 
There are vacancies, unfilled jobs, in the number of some three or four hundred. 

The Bureau of the Budget merely told the NACA to go ahead and absorb that 
increase which is about five or six hundred thousand dollars. It could do that 
very, very easily. As a matter of fact, it has an appropriation for this year for 
salaries and expenses of in the neighborhood of $75 million. To absorb that 
slight pay increase would be a very simple thing to do. 

At any time in the National Advisory Committee for Aeronautics in its three big 
institutions in Cleveland, Ohio, in California, and in Virginia, there will be 
vacancies in three or four hundred jobs. I think the truth of the matter is that 
today they have as many as 500 unfilled jobs. So there is no disposition on the 
part of the committee or of the Bureau of the Budget to do anything to delay the 
payment of this increase. It is due under the law and they are going to get it. 
The NACA certainly can absorb it. 


Now, can they? That is the question. 


RECRUITMENT OF SCIENTISTS 


Mr. Ryan. The position they take, Mr. Chairman, is that they 
cannot. I would like to just point out to you that the money they 
have on hand now, which Mr. Thomas thinks that they ought to use, 
is money which the Bureau of the Budget approved for their use for 
the recruitment of these scientists and engineers coming out of the 
colleges with degrees. Therefore, they are in the position where the 
do not want to spend any money for something other than that which 
the Bureau of the Budget says they can spend it for. 
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Chairman Haypen. What time are these men coming out of the 
colleges? 

Mr. Ryan. They are in the throes of their recruitment program 
now. 


COMMUNICATIONS 


I have here, and I would like to turn over to the chairman a letter 
from Mr. Victory, the executive secretary of the NACA and a letter 
from the White House on this subject which backs up the statements 
I have made here today. 

Chairman Haypren. We will place both of those letters in the record. 
I also have a letter from Senator Kuchel, which is on the same subject, 
and I will place all these in the record. 

(The letters referred to follow:) 


Tue Wuite Houses, 
Washington, March 28, 1957. 
Mr. Wiiuram H. Ryan, 
President, District 44 International Association of Machinists, 
Washington, D. C. 


Dear Mr. Ryan: The President has asked me to reply to your recent telegrams 
inquiring about the Bureau of the Budget’s recent disapproval of the request of 
the National Advisory Committee for Aeronautics for a supplemental appropria- 
tion to place in effect certain wage board increases. 

The payment of wage board increases is a matter lying within the discretion 
of each agency. The law does not make such payments mandatory, nor does it 
assume that supplemental appropriations must be enacted before such payments 
may be made. Current fiscal policies preclude the approval of supplemental 
appropriations except in the most urgent and extraordinary cases. I am informed 
that the Bureau of the Budget decided against any exception to these policies in 
the case of the National Advisory Committee for Aeronautics because it believed 
that funds already available to the agency might be utilized to cover the wage 
board increases. 

In the present fiscal situation, all agencies of the Government must determine 
how best to utilize available funds in discharging assigned program responsi- 
bilities. I know you will agree that the National Advisory Committee for 
Aeronautics is in the best position to decide. in the light of the overall interests 
of the agency, at what date it should implement wage board increases. It is 
understood that the agency contemplates taking action at the earliest practicable 
date. 

The President asked me to thank you for your telegram and to assure you that 
your interest is appreciated. 

With kind regards, 

Sincerely, 
Geratp D. Moraan, 
Special Counsel to the President. 


NaTIONAL ApvisoRY COMMITTEE FOR AERONAUTICS, 
Washington 25, D. C., April 18, 1957. 
Mr. Writtam H. Ryan, 
President, District No. 44, International Association of Machinists, 
1029 Vermont Avenue NW., Washington, D. C. 

Dear Mr. Ryan: Permit me to acknowledge your letter of April 15, 1957, 
addressed to Chairman Doolittle, with reference to the installation of wage 
schedules at the Langley, Ames, and Lewis Labcratories of the National Advisory 
Committee for Aeronauties and our Pilotless Aircraft Research Station. 

I also wish to acknowledge the receipt of the same letter addressed to the 
following members of the NACA and the Director: 


Allen V. Astin Jerore C. Hunsaker 
Preston R. Bassett Carl J. Pfingstag 
Frederick C. Crawford Arthur E. Ravmond 
Leonard Carmichael Hugh L. Dryden 


Detlev W. Bronk Edward V. Rickenbacker 
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The NACA decision to defer the installation of the new wage board schedules 
was a difficult one. We agree, as a matter of policy, that such wage increases 
should be put into effect as promptly as possible upon approval of the wage 
schedules. At that time, however, NACA had a vitally important program for 
the recruitment of badly needed research scientists and engineers, officially 
approved by the Bureau of the Budget, and appropriation for same made by the 
Congress. The spring of each year is the recruiting season for the major number 
of such employees graduating from college and universities. They are in short 
supply and difficult to recruit for Government service because of the low pay 
offered. NACA, accordingly, submitted supplemental estimates of appropriations 
necessary to put the new wage board schedules into effect, retroactive to the 
dates of approval of the respective schedules for the NACA laboratories. Those 
supplemental estimates were disapproved by the Bureau of the Budget. 

The most critical phase of NACA manpower is the increasing thinness of its 
scientific staff in proportion to its fundamental responsibilities to the Nation to 
provide, as far as humanly possible, the basic scientific foundation that will enable 
the United States to retain qualitative supremacy in the air. 

It is true, as you note in your letter quoting the reply you received from the 
White House, that some of the NACA funds could be used to implement wage 
board increases, but to do so we felt would preclude an adequate recruiting pro- 
gram for the authorized and badly needed additional personnel. 

This general situation and decision were reported to, and were sanctioned by the 
main committee at its executive session of January 17, 1957, in connection with 
the request to the Bureau of the Budget for approval to seek supplemental funds. 
The plan to put the schedules into effect as early as possible, but not later than 
July 1 was presented to the committee at its session on March 21, after the action 
by the Bureau of the Budget, denying our request, had been received. 

We are, therefore, keeping a close check on the success of our current recruiting 
program. When and to the extent that it appears that the funds reserved for 
recruiting will not be wholly needed because of any inability to recruit in numbers 
sufficient to restore a balanced ratio‘of research engineers and scientists to support- 
ing personnel, prompt decision will be made to apply all such available funds to 
the installation of the latest wage board schedules at the earliest possible date and 
before July 1. 

I appreciate your concern with the situation and the opportunity to clarify our 
position in this matter. 

Sincerely yours, 
J. F. Victory, Executive Secretary. 


Unitrep States SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
April 2, 1957. 
Hon. Cart HaybdeEn, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


Dear Cart: In connection with the hearings on the Independent Offices 
appropriations bill, I am submitting the 2 attached letters, and copies of 2 memos, 
for your information. You may have received similar letters. 

As you will note, these letters are written on behalf of the wage board employees 
at Ames Aeronautical Laboratory, Moffett Field. Their pay increase, approved 
in December, has not gone into effect yet because of insufficient funds available 
to the National Advisory Committee for Aeronautics. NACA sent a supplemental 
fund request to the Bureau of the Budget in January, in order to implement the 
pay increases at four principal installations as soon as possible. However, the 
request was denied. 

The 1958 proposed appropriation of $70 million for NACA includes sufficient 
funds to put this pay increase into effect July 1 at Ames, as well as at three 
other main installations under the jurisdiction of NACA—at Langley Field, Va.., 
at Cleveland, Ohio, and at Edwards Air Force Base, Calif. 

Best regards. 

Sincerely, 


Tuomas H. Kuca#en, 
United States Senator. 
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Locat No. 997, or THE 
NATIONAL FEDERATION OF FEDERAL EMPLOYEES, 
March 12, 1957. 
Senator THomMAs KUCHEL, 
Senate O fice Building, Washington, D. C. 

Dear Senator: Wage Board employees of NACA’s Ames Laboratory at 
Moffett Field have definite reason to believe they have been most unfairly dealt 
with. 

Between August 13 and September 30, a wage survey was conducted in the 
San Francisco Bay area for wage board employees. Results of the survey estab- 
lished the need for a wage adjustment. A new schedule of rates was approved 
December 10 for NACA, with the promise to submit for approval a request for 
supplemental fends to cover the proposed increase for its 640 wage board em- 
ployees. Such a request was made on January 12 and was denied by Bureau of 
Budget action on or about March 4, whereupon NACA informed wage board 
employees that schedule would not be effective until July 1. 

On December 24, 1956, other Federal agencies submitted a similar schedule 
and began payment to their wage board employees the wage rates set up from this 
same survey. Our information is that this group included approximately 30,000 
employees, of all other agencies with the possible exception of those employed at 
Bay area Veterans’ Administration facilities. 

Our question is, why should our agency and our employees be thus discriminated 
against? 

These employees have been led to believe that wage adjustments would be 
made, following any area survey which established evidence of their need. 

Representative Charles Gubser has initiated action, by a letter to President 
Eisenhower, to correct this present situation and your support of his efforts will 
be very much appreciated. 

Further action to prevent reoccurrence of this problem is also in order. 

(1) Pay increases should be made retroactive to a date not more than 30 days 
after beginning of a wage survey. 

(2) Regulations for preparation and submitting the annual budget should be 
changed to allow entering a firm figure to cover all expected expenditures for the 
normal merit and periodic increases, promotions and expected wage-board 
increases. These must now be absorbed in the personnel funds allowed, based on 
complement times average annual salary of the agency. Under this program, 
besides being difficult to administer it becomes nearly impossible to retain a 
normal staff of qualified personnel. 

Your assistance in securing necessary action on these matters is most earnestly 
requested, on behalf of the 1,400 employees at this laboratory. 

Sincerely, 
E. Lyste MInpDEN, 
President, NFF E, Local 997, Ames Aeronautical Laboratory. 


Address: 15736 Los Gatos/Santa Clara Road, Los Gatos, Calif. 





CupPErTINO, Cauir., March 8, 1957. 
Senator THomMas KwucHEL, 
United States Senate Building, 
Washington, D. C. 

Dear Senator: A grave injustice has been done to a large*group of your con- 
stituents, which we herewith bring to your attention. 

Section 202 (7) of the Classification Act of 1949 (63 Stat. 972, 5 U.S. C. 1071, 
Supp. 1951), exempts certain classes of positions therefrom. These trades, 
crafts, laboring, and mechanical positions are compensated for on the basis of the 
prevailing rates in the area. Under NACA Directive No. 8, dated June 10, 1946, 
the executive officer was delegated authority to establish wage survey boards and 
rates of pay for these positions. One of the major objectives of wage adminis- 
tration is to establish a satisfactory relationship between the general level of 
rates in each of the NACA activities, and the general level of rates paid by other 
employers in the locality. 

In August and September 1956, a wage board survey was held in the San 
Francisco Bay area by NACA, simultaneously with similar surveys by the Navy 
Department and the United States Air Force. It has been our experience that 
these surveys are held approximately 6 months after private industries’ wage 
rates have been increased, and are only granted after very careful consideration 
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by the agencies involved. In every case, these wage adjustments have been 
justified as the only way to keep civil service wage rates in the proximity of exist- 
ing wage rates for similar work in private industry. 

On December 12, 1956, the 640 wage board employees of Ames Aeronautical 
Laboratory were given a revised wage board schedule, as per the enclosed copy, 
and advised that a request for supplemental funds was being made to the Bureau 
of the Budget. 

The Navy Department and the United States Air Force put their revised wage 
board salary schedules into effect on December 24, 1956, in their bay area in- 
stallations. 

We have just been notified by the director of the Ames Aeronautical Laboratory, 
as per the enclosed memorandum dated March 4, 1957, that the request by NACA 
for supplemental funds for the approved wage board salary adjustment has been 
denied by the Bureau of the Budget. 

In view of the established fact that approximately 30,000 civil service em- 
ployees in the bay area have been receiving the new wage board rates sinee De- 
cember 24, 1956, the wage board employees at this installation feel that they have 
been unfairly dealt with. 

As further evidence of unfair treatment, on September 23, 1956, a readjust- 
ment of salaries for research scientists in NACA was ordered hy the Civil Service 
Commission and made effective as of that date. No additional funds were 
allotted for this purpose, and this serious drain of salary funds has actually 
amounted to discrimination against the remaining employees of this agency 
We believe that the same protection of salary rights should be afforded to all 
employees of an agency. 

We therefore petition you, who represent us, to extend every immediate effort 
available to see that the Bureau of the Budget’ corrects this inequity by granting 
the NACA request for supplemental funds. Also that this sum be sufficient to 
cover the revised wage board schedule retroactive to the date of issuance, 
December 10, 1956. 

We, the undersigned wage board and classified employees of Ames Aeronautical 
Laboratory, all concur on the aforementioned statements. The work of NACA 
is of such vital importance to the defense of our Nation, that we feel that we should 
receive at least the same consideration in salary matters as the other civil-service 
employees in this area. 

Your immediate cooperation and response in this matter will be greatly 
appreciated by each and every one of us. 

Sincerely yours, 
ABRAHAM Brass. 
10465 Byrne Avenue, Cupertino, Calif. 

(Attachments: Two memos as stated, and lists of employees endorsing this 

letter; also wage board schedule.) 


Morrerr Fre.p, Catir., 
December 12, 1956; 
Memorandum for: Wage board employees. 
Subject: Approval of wage schedule. 


1. A revised salary schedule for wage board employees at this laboratory was 
approved by the NACA wage board on December 10, 1956. A copy of the new 
salary schedule is attached. 

2. The NACA’s operating budget is provided in a single annual lump-sum 
appropriation. Under this method of operation, revised wage schedules can be 
made effective only by the appropriation of additional funds by act of Congress, 
or by a reduction in our personnel complement. The adoption of the latter 
course is not feasible at this time in view of the substantial reduction in the per- 
sonnel complement that would be required for the Ames wage board increase 
and for similar increases pending at other NACA activities. The reduction in 
complement would not be consistent with the NACA’s increasing workload and 
increasing responsibilities to the military services. 

3. Under the circumstances, therefore, it is regretted that the revised schedule 
cannot be made effective at this time. A request for a supplemental appropria- 
tion for this purpose will be submitted to the Bureau of the Budget with the 
request that the amount of the funds be adequate to permit payments to be made 
retroactively to the date of the NACA wage board’s approval of the revised wage 
rates. 


Smita J. DeFraNcr, Director. 














THIRD SUPPLEMENTAL APPROPRIATION BILL, 1957 159 


March 4, 1957. 
Memorandum for: Wage board employees. 
Subject: Revised salary schedule. 

1. On December 12, 1956, you were advised that a revised salary schedule for 
wage board employees at this laboratory had been approved by the NACA wage 
board on December 10, 1956. You were also advised that the NACA would 
request a supplemental appropriation for additional funds to make effective the 
revised wage schedule at this laboratory and also at other NACA activities when 
approved by the NACA wage board. Such a request was submitted to the 

3ureau of the Budget on January 11, 1957. 
2. The following telegram has been received from Dr. Dryden: 
“From: NACA Headquarters, Washington, D. C. 
“To: 1 NACA Langley, Langley Field, Va. 
2 NACA Ames, Moffett Field, Calif. 
3 NACA Lewis, Cleveland, Ohio. 
4 NACA High-Speed Flight Station, Edwards, Calif. 
“Attention: Reid, Langley, DeFrance, Ames, Sharp, Lewis, Williams, HSFS: 

‘Regret to advise you that Bureau of the Budget has denied NACA January 11 
request for supplemental funds for approved wage board salary adjustments. 
We will now work toward effective date of July 1, 1957, subject to possibility of 
earlier installation if favorable congressional action on our 1958 budget appears 
assured. 

“Hues L, DrypEn.” 


3. The staff of the laboratory regrets, as does Dr. Dryden, that the Bureau of 
the Budget denied the NACA request of January 11. _ However, I wish to assure 
you that we will do everything possible to make the revised salary schedule 
effective earlier than July 1, 1957. 

Smita J. DeFrance, Director. 





STATEMENT OF THomas G. Watters, Operations Drrecror, GOVERNMENT 
Emp.LoyEs’ Councit/AFL-CI1O, on H. R. 7221. To SENATE COMMITTEE ON 
APPROPRIATIONS, May 13, 1957 


Mr, Chairman and members of the committee; by way of introduction, my 
name is Thomas G. Walters, operations director of the Government Employes’ 
Council/AFL—CIO, 100 Indiana Avenue NW., Washington, D. C., phone E Xeeu- 
tive 3-2820 and 3-2821. 

The Government Employes’ Council/AFL—CIO is made up of 23 national and 
international unions whose membership, im whole or in part, are civil-service 
employees, The total Federal and postal employee membership of the Govern- 
ment Employes’ Council is more than 600,000. 

Mr. Chairman and members of the committee, during the past several months 
wage surveys have been made in the several installations of NACA and due to 
lack of funds the salary increases justified by the wage surveys have not become 
effective. 

The Government Employes’ Council/AFL—CIO strongly endorses the proposed 
deficiency appropriation in the amount of $575,000 to pay these employees. 

Many of these employees’ wage rates were justified and approved in December 
1956, and of this date they have not received any additional money even though 
the wage survey was made, justified, and approved. 

The request of $575,000 in this deficiency appropriation is fully justified by 
law and by all the rules and regulations pertaining to making survey to adjust 
salaries of wage board employees. 

We trust that this committee will quickly approve H. R..7721 and expedite it 
to the floor of the Senate where we trust it will be approved, as these employees 
are entitled to receive their justifiable salary increases. 

I appreciate the opportunity of appearing before this committee in support 
of this most worthy legislation. 


92032—57——-11 
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BUREAU OF THE BUDGET ACTION 


Chairman Haypen. Then it comes down to a dispute as to the 
facts; is that it? 

Mr. Ryan. I think it is perhaps a reluctance on the part of the 
NACA to use money for a purpose such as this. When the Bureau 
of the Budget has said that we authorize the use of this money for 
the recruitment of these scientists and technicians then they, in effect, 
say, ‘Well, you have got enough money; go ahead and spend it.”’ 

The sad part about this is, Mr. Chairman, that these area surveys 
that are taken are taken jointly by other services. The Department 
of Defense participates, and the BLS participates; and they all jointly 
participate in these area surveys in order to conserve funds and not 
to plague industry with too many contacts. 

The Department of Defense activities right in the same geographic 
area as these NACA installations have placed these increases into 
effect, so the situation is this: You have, say, neighbors working for 
the Department of Defense activity, and then another one for NACA, 
both doing the same thing, and under normal conditions would be 
getting the same pay. 

The Department of Defense employee is getting his increase; the 
NACA employee is not. 


PROVISION FOR PROMPT PAYMENT OF INCREASES 


Chairman Haypen. In the General Government matters appro- 
priation bill for 1958 is a new general provision which allows prompt 
payment of wage board increases, even if it creates a deficiency in the 
appropriation apportionments. 

This would take care of such problems of absorption of the payments 
beginning July 1. 

In other words, this problem that you have cannot occur any more 
after July 1. 

Mr. Ryan. We certamly hope not. That is a very constructive 
piece of legislation. As it stands now, a number of agencies are in the 
same boat as the NACA—in fact, you just heard a gentleman who 
preceded me asking for funds for his agency. These agencies do not 
want to pay out money they do not have and take a chance on coming 
in and trying to get the extra funds in a supplemental bill. 

These employees of NACA—there are some 3,550 of them—have 
been denied these increases in varying periods back to December 10, 
1956. 

Chairman Haypen. Let me make another inquiry. In case it 
should turn out that money was not either spent by the recruiting pro- 
gram or by the program, does that money revert to the Treasury? 

Mr. Ryan. I should imagine it would. I am not an expert on that. 

Chairman Haypen. This appropriation that you ask for is out of 
1957 money? 

Mr. Ryan. Yes, sir. 

Chairman Haypren. Money, that if appropriated, would expire on 
the 30th of June? 

Mr. Ryan. Yes. 

Chairman Haypsen. Apparently they feel that there will be enough 
money to pay something from the 16th of June on. 
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Mr. Ryan. Yes. 
Chairman HaypEn. So they must be keeping track of their funds. 
How much would that payment from June 16 on amount to? We 
could at least take that much off. 
Mr. Ryan. I think the chairman raises a good question. I do not 
know the answer to that question. 
Chairman Haypren. Maybe we should try to find out. 
Thank you very much. 
This closes the hearings on this bill. 
(Thereupon, at 4:47 p. m., Monday, May 13, 1957, the committee 
was adjourned, subject to the call of the Chair.) 
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